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REPORT OF THE COMMITTEE

The Special Joint Committee on Coal Pipeline Resources,after a very'
extensive study during the interim between. the 1984-1985 sessions,
recommends againétluaryland granting poﬁers of eminent domain for the
construction of a Coal Slurry'Pipeline; Our recommendation is bhased on a 5-
3 vote taken at ﬁhe conclusion of our December 11, 1984 méeting. Some
members who opposed the Slurry Pipeline explained their votes. They cited
their concern for the protection.of the Potomac River as well as'the
Chesapeake Bay. Others questioned the economics of the project and ﬁhe cost
involved with the electric power customers. Also cited was the frustration
of the committee in its attempt to acquire data about current coal
transportation costs. Co-chairman Dorman, in explaining his vote, stated

that the proponents did not make a case for eminent domain.

Without powers of eminent domain, the construction of a slurry pipeline
'in Maryland would be possible only if present owners of rights of way and
other private property voluntarily permitted pipeline crossings. Railroads

oppose coal slurry pipelines and are unlikely to grant them such passage. A
contrary recommendation by the Committee, that is, to grant slurry pipelines
eminent domain powers, would have constituted a necessary-but-not-sufficient
conditién for slurrylpipeline construction. Detailed studies would still
have been necessary to demonstrate environmental soundness to the State and

to convince private investors of economic viability.

Ramifications and complications of this iséue proved more formidable

'than was apparent at the outset. Twelve lengthy Committee meetings, held
between June and October, 1984, were devoted to taking testimony. Written
material submitted by witnesses filled more fhan two filing drawers. :Site
visits to operating coal slurry pipglines were precluded because the closest
ones are in the Southwest and in France, but data from these operations were
reviewed by the Committee. (A schedule of Committee witnesses and issues
comprises Appendix A). Additionally, six work sessions were necessary to
integrate the various aspects of the i1ssue, to try to resolve discordances
between data and estimates submitted By the two sides, to obtain detail and
clarification of earlier testimony, to receive advice on legal
uncertainties, and to hear results from ongoing studles conducted by the

Department of Economic and Community Development.



The rigor and protracted nature of the Committee schedule
reflect the fact that there were many component issues, and in most
instances, each component issue was inherently hard to assess using

the kinds and quality of information available.

Factual questions, such as environmental impacts or potential
savings to electric rate payers were addressed in ways which were
often less quantitatively satisfying than the Committee would have

liked. Quantitative questions involved estimates of differentials

between the two available options, transport via rail versus
transport via slurry. Differences between impacts of the transport
modes tended to be small compared to the consequences of either mode
by itself, making it hard to distinguish real effects from
uncertainties in data. "Softness" in environmental data was due in
part .to lack of technical experience with slurry pipeline operations
under Eastern seaboard conditions. Uncertainty about ecomnomic
implications stemmed in part from insufficient information on
certain actual costs (such as costs for contracted coal shipments)
as well as uncertainties due to the imprecise nature of economic
forecaéting.  Because of the diversity of estimates and unresolved
questions of whose estimates are soundeat, we have included in this
report synopses by several parties, namely, Committee staff DECD,
. proponents and opponents, attached as Appendices B, C D and E,

respectively.

In reviewing these synopses, it 1s doubtful if the reader will,
for example, be able to obtain a reliable estimate of whether coal
transported'by rail has a greater, equal or lesser impaet upon Bay
and terrestrial ecosystems (either in routine operation or during
accidents) than does coal transported by a slurry pipeline. Whereas
some presently unresolved environmental questioms could be answered
by further field/laboratory studies, the uneertainty surrounding
some economic questions is more deeply rooted. For example, the

comparative competitiveness of coal for export shipped to Baltimore



via rail and via a slurry pipeline depends upon, among other things,
the politiéal and economic climates in several other continents 8,
10 or 12 years hence. Such questions intrinsically cannot be -
answered with a high degree of confidence. Acknowledging the un-
certainty of eéonomic conditions'that will prevail a dozen or more
years in the future (when a pipeline might be approaching the
midpoint of its useful life), should Maryland at this time adopt a
policy of encouraging a diversity and competition of coal
trahsportation modes, or is it wiser to take no actions entailing
dislocations until there is greater certainty of comparative

benefits and costs to Marylanders?

Policy, equity and regionality questions also did not lend
themselves to ready solution. For exampie, what are deemed
necessary and sufficient conditions for the State to thrust itself
into the role of moderator between existing or aspiring private coal
transporters? Is it more or less intrusive, and/or fairer, for the
State to grant eminent domain to a newer technology (pipelines) when
an older type of coal cdnveyance (railroads) has historically'had
the rewards and responsibilities of eminent domain? What measiure of
"public good" is believed adequate to offset the dislocations that
consttuction will entail? Are there sufficient safeguards to assure
that pipeline venture-capital risks are confined to investors and
cannot be passed.on, by any of a variety of channels, to electric
power ratepayers? Can such safeguards be established? 1If a slurry
pipeline could demonstrably reduce electric power consumers”™ rates,
would there be other economic considerations for withholding eminent
domain? Regionality introduces still another dimension into the’
deliberations. What if economic benefits from a slurry pipeline
were to accrue primarily to customers in thé Northeastern (BG&E
service area) portion of the State, but net job losses were to occur
in Maryland”s Western reaches, or were to occur in one industry
(such as railroads) while employment in some other sector, say

mining, were to increase?



We wish to thank members of the Committee for their close

interest,'persistence,-and balanced deliberation.

Senator Arthur Dorman ' Delegate Gerald J. Curran

Cochairman . Cochairman
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APPENDIX A

Meetings of the Special Joint Committee on Coal Pipeline Resources

“June 5

June 19

July 10

1984 Interim

Organizational Meeting

Committee discussion of purpose, scope, and
agenda of hearings. :

Legal and Regulatory Framework.

Witness:

Frank O. Heintz, Chairman, Maryland
Public Service Commission

History and Status of Coal Slurry Pipeline
Operations - . '

Witness:

William J. 0"Byrne, Director of State
Affairs, Baltimore Gas and Electric

Fuel Use Needs and Priorities

Witnesses:

C. Michael Loftus, Executive Director,
Eastern Coal Transportation Conference

Gaorge N. Ecklund, Vice Presldent,
H. Zinder & Assoclates

Frank N. Wilner, Assistant.V1ce
President, Association of American
Railroads

Facility Resources

Witnesses:

Casters Foster, Coal Utilization Office,
Department of Energy

" Barbara. Ann Carroll; Texas Eastern
Products Pipeline Company



July 31

"~ August 7

August 28

APPENDIX A

Documents and Sources

Witness:

Chris H. Poindexter, Vice President,
Baltimore Gas & Electric

Rail Transportation of Coal

Witnesses:

Edward A. Mitchell, President, Potomac
Electric Power Company; and Chairman,
Consumers United for Rail Equity

~ Thomas A. Till, Deputy Administrator,
Federal Railroad Administration

Frederic W. Yocum, Jr., Vice President,
Chessie System

K. Donald Vrooman, Director of Fuels
Procurement, Baltimore Gas and Electric

System Description of a Maryland Pipeline

Witness:

Chris H. Poindexter, Vice President,
Baltimore Gas and Electric

Eminent Domain

Witnesses:

Richard E. Israel, Assigtant Attoéney
General, State of Maryland

Clifford C. Whitney III, Counsel to
Marylanders for Competitive Coal
Transportation

Albert M. Figinski and Franklin
Goldstein, Counsel to the Baltimore &
Ohio and the Western Railroad Companies

John K. Keane, Jr., People”s Counsel for
the Maryland Public Service Commission

:George Eatman, Executive Director,
Slurry Technology Assoclation
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Previous and Existing Pipelines

Witnesses:

Ira C. Cooke, Counsel to.the Baltimore
& Ohio and the Western Railroad
Companies '

Michael L. Dina, former Plant Engineer
and Plant Superintendent, Black
Mesa/Mohave Generating Station

September 4 ' _ Water Issues
Witnesses:

J. Charles Baumer, Jr., Senior
Scientist, EA Engineering, Science, and
Technology, Inc.

Irwin J. Kugelman, Director, Center for
Marine and Environmental Studies,
Lehigh University

Grover C. Wrenn, President, Environ
Corportion

Robert H. Harris, Co-Director,
Hazardous Waste Research Program,
Princeton University

Charles R. Flynn, Jr., Manager,
Hydrology and Physical Oceanography
Program, EA Engineering, Science, and
Technology, Inc.

Charles Fox, Director, Chesapeake
Bay Project, Environmental Policy
Institute :

September 11 . Health and Safety Issues
Witnesses:

William J. Halvorsen, former Director of
Process Englneering, Consolidation Coal
Company; and former Manager, Ohio Coal
Pipeline

Wilfred:G. Checkley, Safety Engilneer,
Maryland Public Service Commission




September 17

Sepember 18

Séptember 25

APPENDIX A

Land-Use Effects

Witnesses:

Loren D. Jensen, President and Senior
Scientist, EA Engineering, Science and
Technology, Inc.

Edwin L. Thomas, Deputy Secretary,
Maryland Department of State Planning

Peter M. Lafen, Legislative
Representative, Friends of the Earth

Committee tour of Brandon Shores Power
Plant and Washington Suburban Sanitary
Commission (WSSC) Potomac Water Treatment
Plant

Economic Impact

Witnesses:

Barbara A. Sakkestad, Slurry Technology
Association

Donald S. Goldbloom, Conservation Chair,
Potomac Chapter, Sierra Club

Governmental Protections

Representatives from the following Maryland

state agencies offered testimony or

- answered questions:

Department of Natural Resources
.Department of Health and Mental Hygiene
" Department of Economic and Community

Development

Department of State Planning

Attorney General '

Public Service Commission




October 3

October 16
October. 23
October 30
November 13
November 28

December 11
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Economic Impact

Witnesses:

Neil Talbot, Energy Systems Research
Group, Inc.

William G. Mahoney, Counsel for the
Railway Labor Organizations

Ira C. Cooke, Attorney for the Railroads

James J. J. Oberhaus, President, Marland
Coal Association '

John M. Anderson, Vice President,
Kearney: Management Consultants

Charles H. Rush, President, Baltimore
Building and Construction Trades
Council, AFL-CIO

Ann K. Lower, Executive Director,
Marylanders for Competitive Coal
Transportation .

Louis L. Goldstein, Comptroller of the
Treasury, State of Maryland (written
testimony only)

Working Session

Working Session

Working Session

Working Session

Working Session

DECD Report and Voting Session

Witness:

Frank J. DeFrancis, Secretary,
Maryland Department of Economic and
Community Development
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INTRODUCTION

The bulk of -this synopsis consists of proponents” and opponents”
economic, environmental and technical arguments, presented in largely
tabular form. Discordances are found not only between proponent and
opponent numerical estimates of future effects, but also between their
" intérpretations of historical data. A meeting to resolve the large
discordances proved unfruitful. Proponent data and comment tables comprise
pages 41 to 77. = Corresponding opponent material is found on pages 79 to
113. Although lengthier than antipicated, these tables do summarize several
pounds of testimony. - ' :

Staff comments and critiques make up the remainder of this synopsis.
Our material is topically arranged. Sometimes it contains background
discussion or policy questions. ' We treat environmental issues at more
length than economic and jobs issues, the latter being covered more
exhaustively by the ' DECD study.
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- APPENDIX B

1. ENVIRONMENTAL _ ‘

A. Background

1.

Possible adverse environmental impacts to be assessed include:

a. Quality of effluent discharged from the slurry dewatering
plant;

b. Damage due to accidental slurry releases;
c. Other, including effects of withdrawals on stream low flows,
~ 1impacts due to runoff from coal pile storage, and transient

impacts during construction phase.

Possible beneficial environmental impacts to be assessed include:

a. Reductions in noise and .traffic delays along railroad
routes, and in reduced water pollution due to fugitive
emissions and runoff from rail cars;

b. Reductions in fatalities at grade crossings;

c. Reductions in release of coal, and/or .other materials, due
to train collisions or derailments.

Characterization of kinds of ehvironmental impact data présented
in testimony includes:

a. Specific slurry data sources:

(1) Lehigh University Report (for BG&E), portion dealing
with metal concentrations in water from approximate
bench-top simulations of local conal;

(11) EA Engineering Science and Technology, Inc. Report (for
-~ BGSE) dealing with priority hydrocarbon concentrations in
water from benchtop simulations of :local slurry, and 96
hour bioassays using young flathead minnows (as per EPA
protocols) to screen for any acute effects (from all
pollutants present) associated with exposure to these
‘waters; :




. APPENDIX B
b. Sources of generic quantitative data include:

‘(1) Generic surveys from the literature (EPA, Fish and
Wildlife, environmental journals) dealing with the ranges
in pollutant concentrations in slurries and in coal pile
runoffs;

(ii) Analyses of effluents from full scale coal slurry
operations elsewhere (Black Mesa, Cadiz) or pilot plant
(ETSI) slurry operations ;

(iii) Explicit references to a vast literature on dose~response
relationships for both mortality and morbidity due to
dissolved metals and hydrocarbons and to suspended

" materials (referenced by many pro and con witnesses)..
Further, implicit reference to data used by the
development documents for the WQ Standards noted in EA and
Lehigh reports; '

(iv) Reference to, and reproduction of, EPA data dealing
with treatment types and generic efficiencies for removing
pollutants from industrial and municipal wastewaters.

C. Comments by many pro and con witnesses, referring back to
items a, b above and dealing with episodic event possibilities

and possible consequences.

B. Staff Comments

1. Neither proponents nor opponents addressed net environmental
impact of the proposed slurry pipeline, that is, the totality of
likely adverse plus beneficial ‘impacts, items A(1).and A(2)
above. This omission is a basic flaw in methodology used by
scientists on both sides. : :

2. Both proponents and opponents agree, at least implicitly, that
the benchtop simulations and analyses run by Lehigh and by EA are-
not experimentally flawed. Those who performed the first-cut
studies and those who critiqued it, both stress that:

a. The simulations are approximate, using BG&E coal on hand, and
not exactly duplicating the temperature history anticipated
for full scale operation, but using W. Va. river water, with
anerobic and aerobic conditions, and proper grinding and
suspension time simulations;

b. Both sides. also agree that design studies should incorporate
more extensive environmental testing, using samples from many
cocal seams, seasonal water, adequate replication, and with
closer simulation of temperature profiles. Bioassays should
employ sensitive biota from local receiving waters, and
morbidity (chronic effect) as well as mortality studies should
be conducted. , T

" 18
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Both sides agree that such a regimen as b. takes time and is
costly. (Staff would suspect between 1/4 and 1/2 million
dollars ). Proponents believe that such work belongs in the
design/permitting phase, and represents more detail than is
germane for an eminent domain decision, and more than should
be expected before a legal framework to proceed exists.
Opponents call for more detailed data at the outset.

Both sides agree, at least implicitly, that the bench top
studies are valid initial data. That is, opponents do not
maintain that Lehigh or EA results are faulty. (They do
question its full relevance insofar as the benchtop treatments
were not exact simulations.) This data shows that for the
BG&E samples:

(1) Within detection thresholds of a few parts per billién,
none of the EPA priority hydrocarbons are present;

(ii)INo statistically sighificant'mortality is observed from 96
hour exposure of minnows to undiluted and untreated
(except for coal removal) benchtop effluents;

iii) Dissolved metals are present at concentrations of
typically a few to a few dozen parts per billion. In some
cases these exceed concentrations for drinking water or
for discharge to marine environments. Where standards are
exceeded, it is generally by less than a factor-of-ten in
concentration.

Staff observes that the Lehigh and EA results presented fall
within ranges cited by EPA for interactions between waters
and coals elsewhere, and that metal pollutant concentra-
ctions are within ranges EPA cites as being amenable to
standard clean-up treatments.

3. Concerning Treatment of Effluents:

a. Proponents and Opponents agree that pollutants encountered

in bench top simulations, and likely to be encountered in more
detailed tests, can be removed from water by using available
technology. Both sides concur also that identification and
testing the most cost effective clean up methods requires more
detailed environmental and engineering work.
Precipitation/floculation, filtration; and reverse osmosis are
among the clean-up methods to be assessed, in the context of
dewatering treatment followed by cooling tower blowdown
treatment. ' '

Opponents question what would be done with metals removed

from discharge waters. For a typical concentration, say 10
ppb (by weight) at a flow of 8 million gallons per day of
effluent, and assuming 100% removal efficiency, and taking the
typical metal specific gravity as 6, one computes a per metal

19
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(pollutant) annual collection rate roughly 5 gallons per

year., This 18 not a large volume to dispose of even if
shipment to a remote hazardous waste facility were required.
If the metal is bound up in an insolu ble compound, its volume
would be larger, but not large compared to the acre-feet of
bottom and fly ash disposed of annually at BG&E plants.

c. Nearly all detailed questions concerning treatment efficiency
costs and reliability await outcomes from further work.
However, Staff notes that:

(1) Impacts from the alternate mode of transport, e.g.
fugitive dust and runoff from rail stock and facilities,
is also undocumented in a precise way;

(11) Regulatory agencies can more readily monitor and compel
corrections to point source discharges (such as a
dewatering plant or cooling tower outfall) than to non-
point sources (such as railroad rights of way and yards) ;

(i11) If 8 MGD from the proposed dewatering plant 1is used as
makeup for the Brandon Shores cooling towers, then
destruction of biota entrained in present makeup flows
from Bay waters would be averted, while the diverted fresh
water will have its biota destroyed.

4, ngarding impacts from breakage/leakage in coal slurry pipeline.

a. Proponents and opponents agree that coal slurry accidents

. over water are more worrisome than dry site spills. (The
latter are deemed unsightly, but experlence elsewhere has been
that no lasting, consequential environmental damage was
documented at arid spill sites).

(1) The literature concentrates on dissolved metals and hydro-
carbons as the components of greatest concern in the
slurry. ‘The bench tests done by Lehigh and EA show that
for the coals used, water untreated except to remove
particulate coal, did not, full strength, induce mortality
in minnows after 96 hours. Furthermore, over running
waters, dilution would lessen concentrations, thereby
reducing the liklihood of acute damage to aquatic life.

(11) At the direction of Delegate Gary, staff was asked
- specifically to find information on impacts due to

suspended coal fines, as distinct from dissolved metals
and hydrocarbons. They were unable to do so. If
particles of coal were inert, like suspended soil, one -
would expect similar impacts to those assocliated with the
high turbidity encountered with periodic high rainfalls.
This question could be addressed by further studies.

20
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b. Opponents noted forcefully the absence of a "worst cage"
accident analysis by proponents.

Staff has located no reported data on the frequency or
environmental consequences of coal slurry spills over streams
or rivers. It is unclear what kinds of statistical or dose-
response data could be employed in a worst case scenario
involving undetected pipe rupture or leakage into a river.

If "worst case" analyses are deemed valuable, then a balanced
treatment should include the "worst cases' averted. That is,
for example, number of averted collisions between school buses
and coal trains, or, averted number of coal train/chlorine
train collisions, with chlorine spill during night time
atmospheric inversions in populated mountain valleys.

Railroad safety boards and insurance company actuaries
probably have such data available.

C. Policy Questions

During its 1984 Session the General Assembly enacted a Chesapeake
Bay program noteworthy for its comprehensiveness, funding levels and
duration. Does this legislative commitment to Bay preservation and
restoration imply:

1. P;ohibition of developments in the watershed having substantial
discharge rates, regardless of effluent quality?

2. Continuation of planned and managed development, relying upon
newly acquired scientific personnel and sensitive new monitoring
capabilities placed in the Health Department by the Bay program
(and cross-checked by EPA)?

II. ECONOMIC
A. Background
Economic issues iaclude:
1. Benefits ar losses to electric powei-customers;

2. Stimulation of Maryland coal mining, overseas exports, and
competitive manufacturing posture;

3. (Job creation/loss and tax 1ncréases/declines are treated
under "III. Social")

Decisions now pending will have their median impacts at least 16
years hence. (That is, a minimum 6 year preoperatlonal phase,
and 1/2 of a 25 year designed life, for a proposed coal slurry
pipeline.) Sixteen years is a far horizon for economic
 predictions. Reliability is substantially decreased when one tries
to estimate small-to-moderate differences in economic impacts of
rail versus slurry. OPEC pricing, foreign political climates,
national spending priorities, and developments in nuclear power are
among the factors that can influence long range prospects.

21
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Projections of long term coal demand have been made by the Depart-
ment of Energy [DOE/EIA-0383(83)], who foresee a 30% increase in
U.S. coal demand between 1985 and 1995. Most demand growth
nationwide will be by electric utilities and will not be sensitive
to exports. Exports (somewhat more than 1/2 being metallurgical
rather than steam coal) presently account for about 10% of U. S.
production and a similar percentage is anticipated through 1985
(based on anticipated OPEC oil price strategies). Exports account
for a large share of Maryland”s production, making our demand more
sensitive to fluctuation in foreign markets.

l. Coal Slurry Net Costs to Electric Power Consumers

a. Factors to be assessed in estimating net benefits or losses to
utility ratepayers include:

(i) Construction costs, including borrowing costs, costs of
adequate environmental equipment, and over run costs,
if any; :

(11) Operating costs and income levels based on pipeline
duty factors;

(1ii) Feedback effects on coal costs;
(iv) Rates of inflation in rail hauled steam coal;

(v) Possibility of losses to power consumers due to long
term contracts or rate base pass-through of slurry
associated losses or losses to other consumers due to
increased rail tariffs on other goods;

(vi) Long term trends in demand electricity in the ﬁower grid
and patterns between coal purchase contract duration

for rail-hauled versus slurry-hauled coal.

2. Construction costs

a. Opponents believe that Bechtel underestimates construction
costs. To illustrate, they use Bechtel sensitivity analyses
in a matrix to show the impacts of various hypothetical
overrun percentages upon the costs of slurry-delivered coal.
To make such a matrix useful, one needs to know how frequently
and by what amounts pipeline projects, and new but non-nuclear
projects, actually have cost mcre or less to conmstruct than
was estimated. ' ' '

Bechtel utilized engineering data and costing of components
done for the ETSI project. They believe that their 12%
contingency allowance is realistic.

According to a recent Bechtel survey (via H.E. Ragsdale,
Houston Office) of 20 domestic large scale mineral and mining
projects, the average percentage difference between costs
experienced and advanced stage engineering estimates was ~0.5%
(minus one half of one percent), with a statistical variance
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of 4.4%. Recent large gas transmission lines, '"Trailblazer"
and "Northern Natural" were both brought in under projected
costs. A recent $2 billion coal gasification plant, the
"Great Plains", was brought in slightly under projected cost
even though the technology i1s new. According to Mr. Robert
Landers, Assistant Chief Engineer for Natural Gas Pipelines of
America, his company traditionally uses 5% contingency
margins, and the pipeline industry generally uses
contingencies smaller than 10%.

Opponents challenge the Bechtel cost estimates (for example,
number of pumping stations required, water treatment
facilities). Taken collectively, these asserted corrections
run total project costs upward by $246 to $291
million.Engineering/pricing details of opponents have not
however been stated in ways that allow staff to make ready
comparisons of competing assumptions.

Bechtel estimates borrowing costs at 11% whereas opponents
believe that a minimum of 14% would be more appropriate.
Present borrowing rates are closer to the opponent”s
estimate. Recent prime rate changes were reductions, so that
the present trend in borrowing rates is in a direction
favoring proponents. If borrowing costs dip sometime in the
earlier portion of the (6 + 25 year) project, presumably some
of the debt can be refinanced at a lower rate than initial

" ones. Swings in long term borrowing costs are among the’
imponderables of this and other projects. Major projects are
nonetheless commencing every day.

3. Operating Costs

a. Opponents claim that more realistic operating costs would add
approximately $8 per ton to slurried coal. Opponents” cost
' and . engineering figures are stated, but typically are not
explicitly developed in ways that allow checking of main
computational assumptions.

On issues where the respective'validity of each side”s cost
computations is deemed critical, the Committee could require
formal written technical documentation from both sides.

b. Opponents question whether markets exist for 15 MTY of
slurried coal. Proponents estimate use of 3 to 4 MTY by BG&E
and 4 to 6§ MTY by VEPCO, leaving presently unresolved the
disposition of roughly 1/2 of the pipeline load. Proponents
do not intend to do vigorous marketing until they believe they
have a product to sell, and more detailed cost profiles (from
.detailed engineering studies, which in turn are awaiting
resolution of the eminent domain issue.) '
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Opponents have noted the absence of foreign markets for
slurried coal, owing to lack of European slurry dewatering
plants. Dewatered coal from the proposed dewatering plant
would have only a few percent higher moisture content than
conventional coal and could be handled, perhaps. with minor
modification, by European dockside and boiler feed equipment.
Coal sold abroad in any particular year would depend on such
factors as strength of the dollar, and labor conditions in
other exporting countries. Long Term contracts (driven both
by availability and affordability concerns) would tend to be
less inflation-prone for slurried (capital intensive) than for
"railed (labor intensive) coals. '

4. Would lowered transportation costs, if realizable, result in
lowered consumer costs or higher mining profits?

Opponents maintain that a slurry pipeline could not compete with
rail in open competition, but go on to state that even if
transportation costs are cut or contained by slurrying, coal
companies would raise prices and thereby absorb any potential
savings to consumers. '

The free market checks and balances would include competition
from foreign coal, between rail lines and slurry, and between the
percentages of purchases via long term contracts versus the spot
market. If a technology like slurry were inherently cheaper,
staff would expect consumers and suppliers to split any savings.

Avenues for potential benefit to power consumers are: (1) lowered
monthly fuel adjustment costs; . (2) lower electric rates if lower
fuel costs permit more sales to the power grid, thus spreading
the amortizing costs of coal-fired plants; (3) lower borrowing
costs for future power plants if internal capital were generated
by 2 successful pipeline. :

Utilities, knowing long term delivery rates (via slurry) in
advance, could lock onto longer term contracts for part of their
demand, thereby buffering against swings in spot markets. If
spot prices sag, consumers would be locked into higher prices,
but conversely, when spot prices spurt, consumers are protected.
On average, consumers and producers would be expected to benefit

from the stabilizing effect of having a mix of short term and
long term contracting. :

Fuel costs adjustments presently amount to approximately 25%
ofresidential consumer”s (BG&E) monthly utility bills. Savings
in coal transportation costs can be scaled approximately from
this. For Example, & 10% reduction in transportation costs would
translate into a 2.5% reduction per billing, presently. However,

 what fuel cost adjustments will be in, say, 18 years (midlife of
proposed pipeline), with and without a slurry pipeline, is the
more germane issue.. Proponent statistics (attached) show that
rail rates for coal over the past 14 years have increased in All
Comrodity deflated dollars by about 35%. This represents an T
absolute inflation of 391% over these 14 years.

24




5.

APPENDIX

If this pricing trend continues, fuel adjustment charges would
tend to raise utility bills at a higher rate than general
inflation. Part of the rationale for the pipeline is that
anticipated (by proponents) sustained increases in rail rates
will provide more robust cost margins to work against. For
example, if the annual rate of pipeline inflation is 2% less than
railroad inflation (due to lesser labor dependence), over 10
years the pricing differences would be more than 20%. This would
be enough to more than make up for construction over runs of a
few percent in excess of the planned 127 Bechtel contingency.
Will rail rates continue to rise at similar rates for the next 18

‘years as for the past 14? The answer appears to depend in part

on railroad marketing decisions. That is, unit-train delivered
coal to Curtis Bay costs about $2 per ton more if its destined
(by barge) to anywhere in the Bay than it costs if its barging
destination is New Jersey or Carolina. (One thereby infers that
rail tariffs are not tied strictly to costs of service).

Are there risks to electric power ratepayers if a BG&E
subsidiary becomes a part owner of a coal slurry pipeline?

a. Various scenarios were posed to PSC Commissioner Heintz,
including: possible impairment of parent company credit-
worthiness (borrowing cost issue) or burdening the utility
with long term contracts when spot market rates may dip. The
PSC response on these 1ssues was:

(1) PSC must decide, on a case by case basis, whether the type
of charge in principle falls within the rate base. g
Pipeline operations categorically were not entitled to
access to the utility rate base. On On other items arising
at the interface between utility and pipeline operations
full and careful scrutiny is needed and expected.

(i1) As a further decision (distinct from questions of
adherence to policy criteria), the PSC, or perhaps some
judiciary body, must decide such practical matters as
whether the costs incurred were in part or wholly
consistent with sound technical practice and prudent
financial management. For example, if a utility bond
rating suffers as a consequence of pipeline involvement,
the PSC would have technical means for determining these
costs 1f it determined to disallow them from the rate
base.

Cochairman Dorman posed the question of catastrophic failure,
wherein a non-PSC regulated subsidiary pulls a utility so

'deeply into debt that the PSC 1s confronted with the choice of

seeing the utility fail or else reluctantly saddling consumers,
by necessity, with bail out costs. The PSC did not speak
directly to this scenario. As a practical matter, BG&E
involvement to nominally 1/4 ownership ($150 -$200 millions) has
been mentioned. This level of involvement is equivalent to
annual BG&E construction budgets, and Is not in the same category
as, say, $2 billion plus nuclear power plants that have imperiled
other utilities. Conversely, if a pipeline venture were
successful, the parent company would benefit and when (in the
future) a new power plant were needed, more internal capital
would be available (thus reducing the future borrowing costs
ultimately borne by power consumers).
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6. Stimulation of Maryland Cosl Mining, Exports, and Competitive

Posture in Energy-intensive Manufacturing.

a. Maryland”“s coal is used for both steam generation and metallurgical
purposes.Overseas demand fluctuates, depending on international

conditions. Design of the proposed pipeline calls for about 6-7% of
the slurry to originate from Maryland mines (roughly one million
tons per year). Batching of fluids (say W. Virginia coal one week,
Maryland coal the next) should be technically feasible, but staff
cannot assess to what extent a slurry pipeline would spur Maryland
coal exports. We defer on this issue, and on economic ripple
effects, to the upcoming DECD report.

Cost of electric power is a factor influencing decisions of
companies to locate in Maryland or to retain Maryland production.
However, energy costs are just one of a host of factors (including
tax structure, labor skill and costs, pollution standards,
transportation networks, educational/recreational opportunities,
etc.) affecting such decisions. Staff defers to the upcoming DECD
report on assessing the likely impact of a slurry pipeline on
regional industrial development.

One incontestible feature of the competitive costs of slurry
versus rail transportation of coal is that projections of these
differences 18 years into the future contain considerable inherent
uncertainty. There are strategies for minimizing risks due to
uncertainty. One is to maintain course until the picture (betting
odds) clarifies. But holding course may make corrections too late.
Another strategy 1s to diversify. Here, diversity would mean
possessing both a labor intensive system, but one capable of ready
expansion (railroads) and a slurry pipeline (less labor intensive,
with fixed capacity).

There is also more immediate risk-taking involved in the present
decision making. If Maryland does not give eminent domain, and
virginia does, then Maryland would lose both railroad jobs, and
slurry pipeline jobs (and maybe coal-mining jobs) and public '
revenues and utility customers would pay the extra barging costs to
bring dewatered coal up from Hampton Roads.

Risk taking can reward as well as penalize. Opponent testimony cited
expensive nuclear plant failures elsewhere. Staff recalls recent

BGSE estimates that Calvert Cliffs has saved Maryland consumers more
that $3 billion to date in fuel cost adjustments (e.g. more than the
constant dollar cost of that plant). . \

7. Some Policy Questions

a. What criteria should the State apply in deciding whether or

not to mediate between two private sector interests vying to provide
the same Service to the public? Do gas and oil pipelines afford
precedents, since LNG and oil also travel by rail (as well as by
truck and by barge)? 1f gas and slurry pipelines are inherently
different from a regulatory viewpoint, what policy-wise are the key
differences? (Public safety risks are a concern for gas pipelines
according to opponents” testimony.)

b. If State policy seeks to minimize interference with private :
business, in this case would such minimization amount to retaining

the status quo, or, to the granting of equivalent eminent domain
rights to slurry pipelines? :
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III.

A.

SOCIAL

Employment Impact

~Overview

It is fairly straightforward to project the total number of slurry
pipeline construction jobs, but multiplier effects and worker
immigration ratios are "soft" numbers. Net job impact of a pipeline
during 1its operating phase is difficult to predict because the number
of railroad jobs "lost" (that is, actual layoffs plus new jobs that
will not materialize) approximately equals the number of slurry-related
jobs that will be created. There will certainly be dislocations even
if the net change in number of jobs statewide were to balance out to
zero. The actual net job change will be sensitive to export and
domestic marketing of slurry, overall behavior of coal markets, pace of
railroad productivity changes, and other factors.

Construction Phase:

Pipeline construction, which would take 2 - 3 years, would provide a

"significant number of new jobs in Maryland with no adverse impact on

raiiroad jobs.

The proponents have estimated that Maryland plus West Virginia
pipeline construction will employ 2,500 people directly. Opponents
have not challenged this figure. Multiplier effects would create some
1425 additional jobs, or according to opponents, some indeterminate
number.

To estimate the impact of pipeline construction on Maryland employ-
ment, we scale by the proportion of total construction funds to be
spent in Maryland. On this basis, the table on page 33 1leads us to
estimate that approximately 50 percent of direct construction costs,

"and hence 50 percent of construction—related'employment, would occur in

Maryland. Therefore, of the total 3,925 direct plus indirect jobs, we
expect roughly 1,963 would be in Maryland. This is still a gross
approximation but should be more realistic than estimating the
Mzryland-employment impact solely on the basis of pipeline mileage
(opponents” approach). The particular ccnstruction firms contracted
and migration of skilled construction workers will influence the number
of Maryland residents actually employed due to pipeline construction,
and thus -precise estimates are not feasible at this early stage.

Operating Period (Long-Term Employment):

The primary factors which will determine the net employment impact
of the pipeline”s operation include:

1. Direct employment of personnel to operate and maintain
the pipeline and transloading facilities;

2. Impact on Western Maryland coal production;
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3. Induced employment in other industries through lower utility
rates;

4. Impact on port jobs;
5. Impact on railroad jobs; and
6. Indirect empldyment assoclated with the above impacts.

The proponents estimate that pipeline operation will require some
310 permanent employees, of which about 200 will be for jobs sited
in Maryland.. The opponents feel this projection is overstated and
contend that only about 100 new jobs will be created in Maryland.
Based on data from the Black Mesa pipeline and other evidence, we
estimate that 115-160 Maryland jobs directly related to the
pipeline, plus an additional 90 jobs at the barge facility, would
be created. While our estimate implies a lower number of
perscnnel for the whole pipeline than projected by Bechtel, it
likewise implies lower operating and maintenance costs.

An increase of one million metric tons per year (MMTPY) in Western
Maryland coal production presently creates about 300 new jobs in
the industry. Proponents of the proposed pipeline believe that
the lower tramsportation costs presented by the pipeline will
enable Maryland coal producers to mine and sell an additional one
MMTPY (an :increase of 25-30 percent over recent production) and
create 300 new jobs. Opponents project no production increase and
thus no employment increase, because they believe a pipeline would
not be cost-effective.

We feel that an increase in Maryland coal production, with an
attendant increase in employment, is possible if lower coal
transportaticn costs are afforded by a pipeline. The magnitude of
the increase, however, is speculative, owing to the many
uncertainties that will Infiuence how differential transportation
costs affect demand and production.

Like most coal producers in the regionm, Maryland coal producerb
will find that lower transportation costs enhance the
competitiveness of their coal in domestic and export markets.-
Moreover, the potential transportation-cost benefit to Maryland:
producers may be among the greatest since most Western Maryland
coal is not hauled via long-term contract rail rates (the lowest
rates) and since many small producers in Western Maryiand cannot
meet the requirements (7,000 tons, 24~hour loading) for unit-train
rates; they therefore must pay single-car: rall rates, which are up
to 30 percent higher than unit-train rates.
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The limiting factor may be the growth rate of accesslble usery,
though there are indications of some growth in coal-fired utility
capacity on the eastern seaboard through the 1990”°s. Even without
market growth, however, Maryland producers may face losing
existing markets due to tighter requirements for unit-train rates.

Western Maryland coal producers, who currently export about

45% of thelr coal, also look to the export market (primarily
Europe) for a significant portion of their future sales. In
recent years, the export market has been depressed largely due to
economic recession and an extraordinarily strong U.S. dollar. In
the 1990°s, when the pipeline could begin transporting Western
Maryland coal, we anticipate that stronger economic activity, a
significantly weaker dollar, and expanding European demand for
steam coal will provide a much larger potential market for Western
Maryland coal. Maryland coal will be competing for markets with
foreign producers, and mine-to-port transportation costs may hold
the edge. :

Rail transportation costs now account for up to '35 percent of the
cost of Maryland coal reaching Europe. If current trends
continue, rail costs could rise to significantly higher
proportions of total costs and help push Maryland coal beyond
what European buyers are willing to pay for fuel from a reliable
suppiier. Given that pipeline rates are likely to be more
resistant to inflation than rail rates (due to substantially lower
variable costs, such as labor) and that Maryland coal generally is
now hauled via reiatively high rates, the pipeline may tend to
restrain the cost of transporting Maryland coal to Europe and thus

“help make Maryland producers more competitive in the European

market. The extent to which lower transportation costs may lead to
increased coal production in Western Maryland will depend upon, in
addition to the factors cited above, the price offered by
competitors, such as South African and Australian producers, some
of whom are government-subsidized and may act to undercut price
advantages gained by American producers.

Indirect employment related to new mining jobs and mining activity
are uncertain even when the number of direct jobs 1s precisely
known. We defer to DECD"s analysis for a possible indication of
potential indirect employment.

In summary, a pipeline-induced increase in Maryland coal
production of one MMTPY, with an attendant employment increase of
300 people, is not implausible but cannot be predicted with
reliability. An increase in mining employment and activity will
aleo lead to new indirect jobs.

To the extent that the pipeline or its proposed construction has
the effect of lowering utility rates, there will be an induced
increase in Maryiand employment. If rates for electrical power
were lowered, businesses and industries would tend to hire more
labor, plus Maryland may become a more attractive location for
business. |
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The econometric-modeling results presented in testimony by
proponents crudely represent the magnitude of this potential
induced employment. Under the scenario that rail
transportation costs rise eight percent annually and pipeline
transportation costs rise six percent annually, the model
projects that some 474 new jobs would be created in Maryland
in 1990, with the number of jobs increasing each year
thereafter to a level of about 911 in the year 2010. These
projections, however, are probably highly speculative and
embody numerous unreliable assumptions, the most crucial of
which may be the utility rate itself. Hence, we regard these
projections cautiously. Though absolute numbers are difficult
to project, 80 long as rail rates escalate faster than
pipeline rates, the number of potential new jobs will
continue to grow since the actual rate differential will
continue to increase.

The impact on port facilities around Baltimore will depend on
the level of coal exports through Baltimore. Opponents
contend that a pipeline would merely divert existing coal
traffic from Curtis Bay, resulting in the loss of at least 81
current jobs., This projection, however, assumes a diversion
of at least 12 MMTPY from existing rail traffic through
Maryland (2 portion of which is handled at Baltimore ports),
whereas much less, if any, port traffic may be diverted. (It
is projected ‘that most of the slurried coal would to to
domestic utilities. Portions for export may be barged to
Baltimore for transloading onto deep-water vessels.)
Moreover, it assumes no future increase in overall coal
export traffic, part of which would offset diversions to the
pipeline. The diversion of coal traffic from non-Maryland
railroads to the pipeline, along with possible increases ‘in

export demand, may increase port activity and employment. We'

cannot offer a quantitative estimate here, but generally, we
anticipate little negative impact on port jobs due to the
pipeline, and port jobs may increase with growth in exports.

Opponents of -the pipeline have contended that it would cause
the elimination of nearly 1,400 railroad jobs. This figure,
hewever, embodies several invalid assumptions. On the basis

of a projected diversion from current Chessie rail traffic in

Maryland of approximately 2.5 MMTPY, we believe that the

number of current Maryland railroad jobs lost may be as high

as 300 on the Chessie System. An additional diversion and
subsequent loss of railroad jobs may occur on Conrail lines
as well, but we have no projection of these losses. The
majority of coal ton-miles in Maryland, however, is carried
on the Chessie system. (See figure on page 34.)
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Losses of rail jobs will be of two types. One 1is actual layoffs
of railroad employees. At the time that a pipeline becomes
operational and thereby railroads experience a reduction Iin coal
traffic, railroads may decide to lay off persons actually employed
at that time. The number of layoffs will depend on other factors
as well, such as growth or decline of other rail traffic and
productivity increases. The second type of "lost" railroad
employment is reduction of future hires. At any time during the
operation of a pipeline, if the slurried coal were to be put on
rail lines instead, railroads would tend to hire additional new
.employees to handle the increased traffic. However, because that
same coal is transported via pipeline, those potential new
employees would not be hired by the railroads. (They may be
employed elsewhere, including in pipeline-related jobs.) Hence,
due to the pipeline, there would be fewer railroad employees even
though no actual layoffs occur. This discussion is to point out
that the impact of a pipeline on railroad employment is not
limited to actual layoffs and that the number of layoffs that do
occur will depend on other factors in addition to the amount of
coal traffic diverted from railroads.

‘It is important to measure the impact on total Maryland railroad
employment in relation to a no-pipeline baseline. The impact
~would depend substantially on a pipeline”s effect on demand for
Appalachian coal. If a pipeline stimulates increased production,
and hence increased total coal traffic, a portion of diverted
"rallroad traffic would likely be offset by new coal traffic. This
would effectively.reduce the loss of railroad jobs that would be
incurred should there be no increase in total coal traffic. In
addition, Maryland railroad employment may decline in future vears
with or without a pipeline. Reductions in railroad employment may
be due tc -other factors in addition to a pipeline. In recent
years, railroad employment in Maryland has tended to decline while
tonnages hauled have not declined. If similar trends continue,
railroad employment in Maryland may decline by as many as 1300
jobs by 1991 without a pipeline.

No estimates of indirect employment effects from the impact on
rallroad employment have been presented. As an indication,
however, DECD estimates that, for transportation industries as a
group, a loss of one direct job will cause a loss of 1.3 jobs
through indirect consequences.
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B. Rights-of-Way

The Department of State Planning estimates that 86 - 98
percent of the pipeline route in Maryland would coincide with
existing rights-of-way. This estimate implies that easements or
condemnation would affect approximately 29 - 205 acres in
Maryland. The precise number of affected acres (and households
and businesses) will not be known until definitive engineering is
completed.

The Western Maryland pump station and preparation plant will
require an additional 70 acres. This land may come from existing
mining property but may impact farm and forest land. If another
pump station is required between Westernport and Baltimore, more
land would be required, though presumably fewer than 70 acres
since no preparation facilities would be needed.

The dewatering plant and barge facilities are estimated to
require about 200 acres of tidal wetlands in Anne Arundel County.
Part or all of the land may come from current Baltimore Gas and
Electric (BG&E) property, but site-specific information is not
'available.

From an economic viewpoint, sale and relocation of households
and businesses may stimulate segments of the economy. Owners of
affected land would receive at least fair market value for their
property. In some cases, easements may be obtained with only
temporary disruption of current land use. We believe that
condemnation may facilitate some desired relocations as well as
cause undesired dislocations. We cannot at this time estimate the
psychological or other impacts of potential dislocations.

C. Tax Revenues

The projections of state and local tax revenues presented by
proponents and opponents appear to contain a number of
discrepancies. We have not undertaken an extensive analysis of
this question but defer to the forthcoming analysis of DECD.

D. Policy Questions

l. Should State policy, as well as market and technological
factors, mold future patterns of Maryland employment? 1If jobs are
retained, or are eliminated, directly as a result of governmental
action, or lack of action, who does, and who should, bear the
costs? '

2. Can Maryland assess the probability that a slurry pipeline

will be built in Virginia, thereby losing both railroad and
pipeline jobs from Maryland?
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PROPOSED COAL SLURRY PIPELINE

Estimate of Direct Capital Expenditures on Facilities in Héryland
(Based on Bechtel Report)

Water Supply System

Preparation Plants

Preparation Conveying and Storage

Lands and Rights—of-Way*

Pipeline Construction¥*

Mainline Pipe

Pipeline Materials

Pump Station

Slurry and Water Ponds

Agitated Storage

Dewatering Plants

Steam Generation Facilities

Water Treatment Facilities

Slurry Storage Ponds (Dewatering Plant)
Conveying -and Storage (Dewatering Plant)
Barge Loading Facility

Control and Communications (1/3 - 1/2)
‘Power Supply

Maintenance Facilities (Gilboa and Baltimore)

Total Direct Costs (Bechtel Estimate)
Minus Costs of: ROWs
’ . Mainline Pipe
Other Pipeline Materials

'Portion of Construction Expenditures for
Facilities 'in Maryland
—— Includes materials and labor
except as noted above.

Low High
Estimate Estimate

(s Mil)

* (Categories not encompassing construction labor are omitted.
*k Single-valued categories are readily scaled or are Maryland facilities

only.

Note: This table was prepared by DLR as an 'aid in estimating the impact of
pipeline cons;ruction on :temporary Maryland employment.
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Impact of a Coal Slurry Pipeline

on Maryland Railroad Employment*

(Prepared by DLR)

1500+
1984

1990s

:

5001

250

Humber of Railroad Joba
Lost/Not Created in Maryland

{approximate range of
likely diversion)

i I 3 } 1
¥ Ls ¥ Y L

5.0 8.0 10.0 12.5 15.0%*

Coal Traffic Diverted from Chessie Lines through Maryland
(million metric tons per year)

[Sources of data: Chessie letter of Oct. 12, 1984, to Secretary De Francis (corrected

to show impact on headquarters jobs decreased since one fourth or more of pipeline
throughput not to be diverted from Chessie System); and, Kearney: Management
Consultants, Maryland Coal Pipeline Transportation Impact Study: Executive Summary,
October 1984.]) ?

* TImpact on Chessie System only; impact on Conrail not analyzed but is less significant.

*% Projected total pipeline throughput; some throughput would be diversions from rail

lires not passing through Maryland. (See staff note #4 below.)

(a) Impact indicated in Chessie letter.

(b) Assumes 10% increase in rallroad productivity (tons of traffic per employee) and
same proportion of jobs affected as indicated by opponents’ analysis (Chessie
letter). Estimates based on total tonnage and employment data presented in Kearney
report.

(c) Same as footncte (b). Assumes 142 increase in railroad productivity.

Staff notes:

1. This figure indicates potential impacts on Maryland railrcad employment relative to
Maryland railroad employment without a pipelire. Railroad employment has declined
in recent years and may continue to do so even if no pipeline is built.

2. The graph illustrates that the negative impact of a pipeline on Maryland railroad
employment should decrease as railroad productivity increases in the future, i.e.,
fewer railrcad jobs are affected by equal diversions of traffic.

3. For the purpose of this snalysis, no distinccion is made between layoffs of.
on-board personnel and reduction of future hires.

4., Opponents often refer to a diversion of 15 MMTPY of coal traffic. We believe,

however, that the diversion from Chessie System traffic through Maryland would be
approximately 2.5 MMTPY,
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AN ASSESSMENT OF A
COAL SLURRY PIPELINE
THROUGH MARYLAND

I. Introduction and Summary

Prepared by:

The Division of Research
Department of Economic and Community Development

{The complete report 1s available through the Division of Research, DECD)

December 7, 1984
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AN ASSESSMENT OF A
COAL SLURRY PIPELINE
THROUGH MARYLAND

I. INTRODU(%TI'ON AND SUMMARY

The Diﬁiaion of Research of the Department of Economic and
Community Dévelopment has conducted an assessment of the p?oposed
coal slurryfpipeline running from southern West Virginia to
Baltimore. ;WG have mainly limited our analysis to an examingtion
of the Bechtgl.rgport (Bechtel Petroleﬁm, Inc., "Coal slurry
Pipeline Feagibiiity Study: Fina; Report®”, June 1984) prepared
for the Baltimore Gas and Electric Cémpuny (BG and E) and the
material submitted to us by the'éhéaaie Syetem. Iﬁ addition, we
have talked Qith representativqa of BG and E, the Chessie Systen,
the U. S. Deéartment of Energy and other State and federal
agencies, and we have reviewed much of the literature on coal
s;urry pipe;;nes.

The focﬁs of this report is the direct impact which a coal
slurry pipel#ne could have on permanent émployment and utility
ratés ;n Har?lund. .Wé examine a number of complementary issues
during the c&urse of our research, the results of whicﬂ are also
presented inﬁthie report. Some background material on coal
slurry pipélineé is presenﬁed first.

Ve have;attempted to be ccnservative in developing.our
estimates of:the imp&cté of a coal slurry pipeline. Our strategy
hée been to ése the lowest reasonable benefits for the pipeline
and the high%st reasonable'cos£5 to the railroads.

Our major conclusions are: :
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The pipeline can be expected to create approximately
290 permanent new jobs in Maryland (excluding
Maryland’s coal mining sector), but up to 424 permanent
railroad jobs could be lost. The net impact, without
adjustments for changed employment in Maryland’s coal
mining sector, is a loss of 134 jobs of which 24 are
likely to be in the Baltimore area and 110 in the rest
of the Maryland (mainly in western Maryland).

An increase in the demand for western Maryland coal of
0.4 MMTPY, resulting from the operation of the
pipeline, would be sufficient to eliminate the net
enmployment losses in the “rest of Maryland'; an
increase of 0.5 MMTPY would be sufficient to eliminate
the net employment losses throughout the State; and an
increase of 1 MMTPY would be sufficient to create a net
employment gain of 136 jobs in Maryland.

An average of 1180 temporary construction Jobs would be
created in Maryland during a pipeline‘’s three year
construction period; many of these new Jobs would go to
Maryland residents. :

The net present value of the savings in electricity
bills to BG and E customers is likely to be 5244

million, in 1984 dollars, or an average of £9.8 million

psr year. The average annual savings are approximately
0.9 percent of BG and E’s total electricity revenue in
1983, adjusted to 1984 dollars. The average annual
savings also represent 5.4 percent of the fossil-fuel
costs for BG and E. These savings are too small to
induce any significant increase in employment in
Maryland. '

Locating the start of the pipeline in southern West
Virginia means that the pipeline should have little
difficulty in obtaining the coal needed to operate it
at capacity because of the exceptionally high gquality
of the coal there. Among other reasons, the coal for
BG and E’s Brandon Shores facility and for most of
VEPCO’s cosl-fired facilities comes from southern West

. Virginia. This origination point also means that many

of tha negative impacts of the pipeline would be borne
by Virginia, while many of the positive impacts would
accrue to Maryland. If the pipeline were to originate
in central West Virginia, which was the starting point
early in BG and E’s deliberations, many more negative
impacts would be felt in Maryland.

The costs of constructing and operating the pipeline
appear to be as accurate as possible given the
preliminary stage of the project. It also appears that
the pipeline’s feasibility is relatively insensitive to
increases in capital costs, interest rates and similar
phenonena.
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The prices that the pipeline charges will depend, among
other things, on how it is regulated. Regulation of
the operation of the pipeline could result in higher
pipeline prices than those for non-regulated pipeline
operations.

Pipeline prices have to be compared to rail prices. If
the railroade decrease their prices because of
competition from the pipeline (even before the pipeline
is actually built), the utility bill savings will be
different from those we have calculated. The extent to
which the railroads are able or desire to reduce their
coal transportation prices is unknown.

- The passage of eminent domain legislation for coal

slurry pipelines will foster competition among
transportation systems. Without the legislation, there
now exists no impetus to change from the status quo.
The evidence we have demonstrates that the existence of
competition, or the potential for competition, is
necessary at this time to hold increases in the cost of
coal shipments by rail down and, therefore, to lower
the expected rate of increase in electicity costs.
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PROPONENT ARGUMENTS
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DIALOGUE #1

COAL RAIL/PIPELINE RATES

Central West Virginia to Curtis Bay Rate Comparison

Proponents: $15.42 per ton by rail, including fees for weighing and
barge compared to $12.60 per ton, fees included, by pipeline, a $2.82
difference. Base 1984 rates. (Published rail tariff rates, Bechtel.)

Opponents: Proponents have used a single car rate, not a unit train
rate which is considerably cheaper.

Proponents: The rate is a representative composite of published unit
train rates.

Opponents: These published tariff rates are substantially higher than
the Baltimore Gas & Electric Company's contract rate.

Proponents: Contract rates are confidential. However, rate comparison

at one point in time is only part of this issue; must also look at the
inflation resistance of pipeline operations vs. rail.

Opponents: Proponents have included weighing and dumping fces in their
analysis of rail rates. Without these fees $14.85 is Lhe single car
rate from Central West Virginia to Curtis Bay via B&O.

Proponents: The pipeline rate of $12.60 also includes weighing and transfer
(dumping) to barge. See Bechtel, p. 4-15. Even if you include weighing

and transfer to barge in the pipeline rate, and not in rail, the differential
is $2.25 per ton.

Opponents: The $12.60 estimated pipeline rate in the Bechtel Report
is not realistic and among other things does not include:

(a) Gathering costs ($1.58 to $1.95 per ton) (Lebo & Associates, Inc.)

Proponents: Not true. See Tables 4-2 and 4-5 on p. 4-8 and p.
4-13, respectively, of Bechtel. $34.1 million is gathering cost.
Lebo's gathering cost figures are based on the assumption that all
gathering is by truck. This would not be the case, unless this

is a threat carried out by the railroads.

0wy
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(b) Storage costs at terminal (Lebo & Associates, lnc.)

Proponents: Storage costs are included in budget items entitled:
Indirects, Operating, Maintenance. Labor, and Supplies. See Table
4-2 on p. 4-8 and Figure,4-1 on p. 4-12 of Bechtel.

(c) Washing of part of coal at up to $5/ton (Poindexter) (Lebo & Asso-
ciates, Inc.)

Proponents: Poindexter quoted out of context. Well over hal(l of
all BG&E's coal shipped by rail is washed.

(d) The weighing or dumping fees which have been included on proponents'
statement of the rail rates. -

Proponents: The two fees are included in the pipeline rate. Bechtel p. 4-15.
(e) Loading and distribution costs at destination (Lebo & Associates, Tnc.)

Proponents: 1Includes transfer (loading) to barge. Distribution

costs are not now included in rail rates; therefore base rates are

the relevant comparison.

(f) Probable cost overruns as shown in Table 9 of opponents' separate
attachment.

Proponents: Bechtel includes a contingency of 12%, see p. 4-2.
No basis for extraordinary cost overruns from pipeline data sources;
opponents' estimates based on speculation alone.

Rail Rates from West Virginia to Baltimore Compared to Rates from West
Virginia to Hampton Roads, Virginia, to Baltimore by Barge

Proponents: Higher. (Poindexter; Vrooman)

Opponents: The all-rail charges from Southwestern West Virginia (or

Xentucky), where Baltimore Gas & Electric has opted to buy its coal for

Brandon Shores, to Baltimore are higher because of terrain problems which

limit the number of cars on that route. g

Proponents: 1If so, and a pipeline is cheaper, then a pipeline is more »
appropriate.

Opponents: The B&0 rates from the present area in central and northern
West Virginia from which BG&E purchases coal for its Wagner plant (and
in which Potomac Electric Power Company makes spot market purchases),
to Baltimore, are lower than the rates from southwestern West Virginia
(or Kentucky) to Hampton Roads.

ey s re
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Proponents: Not relevant. There are only limited supplies of coal with
the proper sulfur content in this area. 1t is mecaningless to have a
lower rate, but.no coal to ship.

Opponents: In the Bechtel Report presented during the 1984 General
Assembly Session the pipeline was supposed to originate in the central
and northern West Virginia area where the B&0 rates to Baltimore are
lower.

Proponents: False; coal source was never anything but southern West
Virginia and Western Maryland.

Rail Rates from Cumberland, Maryland, to Baltimore Compared to Rates
from Baltimore to Europe

Proponents: $14.65 per ton, 150 miles, compared to as low as $7.00 per
ton from Baltimore to Europe. (Oberhaus)

Opponents: Comparison of rail rates with water rates to Europe is totally
irrelevant, particularly since the water rates also far exceed the esti-
mated pipeline rates.

Proponents: Also, see U.S5. House of Representatives Subcommittee document
submitted to the Committee on South African and Australian transport
to U.S. compared to U.S. rail transport.

Opoonerts: The only relevant comparison is the actual rail rates compared
to the correctly estimate pipeline rates. See Table 9 of opponents'
separate attachment.

Proponents: Opponents' estimates are not based on any historical pipeline
or coal pipeline construction and operating experience.

Baltimore Gas & Electric Rail Rates

Opponents: Contract rates with Baltimore Gas & Electric Company are
substantially lower than the published tariff rates, thus rendering inap-
propriate the comparisons made by proponents as to the relative rate
levels (Poindexter) (Yocum) ( Cooke).

Proponents: Contract rates are confidential due to the railroads' no
disclosure clause. However, comparison of today's rates only misses
the major point of the inflation resistance of a more capital-intensive
mode of transportation.
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DIALOGUE #2

COAL FREIGHT RATE INCREASES/PIPELINE RATE INCREASES

Western Maryland to Baltimore

Proponents: 32% increase, 1980-1984, based on actual dollars. Published
tariff rates (Vrooman). ‘

Opponents: See contract rates below.

BGAE and PEPCO Combined Freight Rate Increases

Proponents: 34.4% increase, 1979-1983, based on actual dollars. Rail
transport as a share of total price increased from 23% to 30% from 1979
to 1983. (Lower)

Opponents: See contract rates below.

Contract Rates

Proponents: BG&E's high contract rates are increasing at the same high
rate as tariff rates. (Vrooman)

Opponents: Since 1982 tariff rate increases have been moderate. .While
contract rates are confidential between the parties, proponents say that
contract rates increase at the same rate as tariff rates. On January

1, 1982, tariff rates on domestic coal transportation increased 4.7%;

on January 1, 1983, tariff rates on domestic coal transportation increased
1% and that increase was later cancelled; on October 9, 1983, tariff

rates on domestic coal transportation increcased 1.2%; on January 1, 1984,
tariff rates on domestic coal transportation increased 4.1%; and on July 1,
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1984, tariff rates on domestic coal transportation increased .4%. The
tariff rates will not increase again prior to January 1, 1985; therefore,
over three years the rate increased a total of 10.4% which is an average
of less than 3.5% per year, below the average cost of inflation over

the same period.

Proponents: The measurement of rates 1982-1984 is inappropriate because

it includes the time period of the deepest part of. our recession. The
1982-1985 period is good for measuring monopoly power, however, because

it shows rail rates continuing to rise, instead of falling, in a recession.
The appropriate periods of measure are 1) 1979-1983, which measures

what has happened since Staggers, and 2) 1976-1983, which measures what
happened after the Arab embargo. i

National Rail Rate Increases

Proponents: Rail rates have increased faster than inflation and the
Producer Price Index, tripling in the period from 1972 to 1982. The

Rail Freight Rate Index for coal averaged 12% per year; the Producer

Price Index, 9.7% per year. Contract escalation clauses are tied to

the Rail Freight Rate Index in the West Virginia/Maryland/Virginia area.
1969 = 100. (Based on Rail Freight Rate Index, Bureau of Labor Statistics
—- Bechtel.)

ICC: The ICC does not collect its own rate information for determining
rate increases, but uses instead the Rail Freight Rate Index developed

by the Bureau of Labor Statistics, though they do think the index should
be revised to better reflect long-haul Western movements. With that
caveat, the ICC found that national coal rail rates had increased by

25.8% between 1980 and 1982. 1969 = 100. (Letter from the ICC to the
House Committee on Public Works introduced into testimony by George Eatman,
Executive Director, Slurry Technology Association.)

Federal Railroad Administration: Rail rates have tripled for the period
1972 through 1982, rising from $4.00 to $12.00 per ton for the period,
but have risen only by 6% a year since 1981 and only as inflation has
risen. Did not give sources for rail rates or inflation rates. (Till)

Opponents: To illustrate the comparative increases of rail rates and
mine mouth coal prices, Frank Wilner, in his testimony, included Appendix 1
and Appendix 2 which for convenience of reference are attached hereto.

Progonents:

(a) The deflators used by Wilner for freight rates and mine-mouth prices appear °
to be different, providing no comparison. Apparently what was done for coal:
freight rates was to compare (deflate) them against (by) the total railroad .
freight index, which is inappropriate. The comparison (deflation) should have
been against (by) the most general wholesale index, as apparently was done for
mine-mouth prices. See Proponent Appendix 3. For rail rates and mine prices
deflated by the GNP deflator, see Proponent Appendix 4.
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(Proponents, continued)
(b) 1972 as used by Wilner is a non-representative base year. See Proponent

Appendix 5 for 1976 as a base year.

Proposed ICC Rulemaking on Rates for Captive Shippers

Proponents: Under the proposed rule, railroads will be allowed to raisc
rates to "captive' shippers by 15% per year over inflation up to the
"stand alone cost' of the shipment or the '"revenue adequacy" of the entire
railroad company. (Ed Mitchell)

Opponents: Railroads have not even approximated the 15% per year figurc' %
allowed. The railroad industry's position is that the Interstate Commerce
Commission should not continue the 15% per year over inflation, and the

ICC has a duty to investigate in all appropriate cases. As a general

rule, an increase of 4% over inflation should be used as an appropriate

level at which an investigation is triggered.

Proponents: The proposed rule is 15% per year over inflation. Due to
'captive shipper' petitions, recommending a 4% ceiling, the 1ICC is review-
ing a 4% trigger, but even it has not to date been accepted by the rail-
roads.

Gauge of Railroads' Financial Health

Proponents: Revenue adequacy for the railroads is based on their calcu-
lated rate of return on investment, which is based on replacement cost,
not on original cost as all other industries' rates are calculated.
This method understates the financial health of the railroads.

Wall Street assessments and merger activity are better indicators

of their financial health.
To compare replacement cost methods with original cost methods is

to compare apples and oranges. (Source, Ed Mitchell)

Opponents: Railroad rate of return on investiment (ROI) is calculated s
on original cost (book value) as all other industry ROI's (ICC revenue
adequacy proceedings). Railroad is not a monopoly which is '"permitted”

a set rate of return on products as is BG&E. The f{inancial position

of BGRE is so favorable that it will generate 75% of its 1983 capital
needs through internal scurces and is seeking to diversify for investment
purposas (Talbot) (BG&E Stockholders Report)

g

Proponents: See Ed Mitchell's testimony for Executive Summary of a report
on revenue adequacy written by Ernest S. Robson, III, (202) 293-5886,
Multinational Business Services, Inc.




APPENDIX D

BG&E Rate of Return Calculated on a Replacement Cost Basis

Proponents: BG&E's rate of return on a replacement cost basis is 2.54%.
To achieve a revenue adequate standard, consumer rates would incrcase
by 61.6%. (Poindexter)

Opponents: Calculation of Baltimore Gas & Electric Company's rate of
return on a replacement cost basis is totally irrelevant in these proceed-
ings. Baltimore Gas & Electric Company is a monopoly with a guaranteed
rate of return. :

Proponents: BGAE's rate of return is based on original cost and thercfore
cannot be compared to the railroads' rate of return based on replacement

cost. The only way rates of return can be compared is by putting them
on an equal basis.

Pipeline Transport/Freight Rate Increase Assumptions and Assessment of
the New ICC Rate Standards

Proponents: Pipeline transport tariffs escalate at a lower annual rate
than rail due to its capital-intensive nature.

Bechtel calculates rates assuming that rail rates escalate by 8%
and 10% per year. This is a conservative estimate (see National Rail
Rate Increases). Bechtel assumes pipeline rates escalate by 6% a year,
also conservative (see Bechtel, p. 4-19).

Using these assumptions, savings range from $11 billion to $23 billion
over the 25-year period. (Source, Bechtel Report)

DOE: For the railroads to achieve revenue adequacy by 1990, they will
have to increase their rates by 8% per year. (Source, Department of
Energy, given in testimony by proponent, George Ecklund.)

Federal Railroad Administration: Rail rates will not increase to 15%

above inflation per year. They will continue as they have since 1981,
following inflation.

Opponentg: ‘'Rates of inflation are highly variable and projections for
20 years are not reliable and have never been particularly reliable.

Proponents: All planning, including railroad planning, assumes an inflation
rate. Overall it has been reliable, though the inflation accompanying

the two oil crises was unforeseen. 1t is unlikely we will cxperience
another energy crisis of these magnitudes, since we have moved to break

our dependence on foreign oil by using coal.

Opponents: The 6% pipeline rate assumed does not include possible escalation

or the higher rate for gathering costs by truck which will be 307% of
the cost according to the Bechtel Report.
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Proponents: The 6% pipeline rate includes escalation of all costs, including
gathering by rail, truck, conveyor belt. See Operating and Maintenance
Expenses, p. 4-15, Bechtel. Gathering is not limited to only trucks

in Bechtel because presently coal is also gathered by rail, which we

assume will still be the case.

Opponents: Assumed increase for railroads does not take into account
present and possible cost savings due to innovations, productivity increascs
or decreases in labor costs by more flexibility in work rules.

Proponents: If this is true, the railroads should have no trouble compet—
ing (and gathering!). There is no greater incentive to innovate than

to have to compete.

Opponents: The initial costs of pipeline transportation used by proponeats
do not consider the probable cost overruns. (See Table 9 in opponents'

separate attachment.)

Proponents: See contingency estimate of 12%, p. 4-2, Bechtel.

Western Maryland

Proponents: Rail rates presently are being escalated beyond their already
high rates due to the new CSX policy on loading and unloading. (James
Oberhaus)

Opponents: The railroad policy on loading and unloading is an attempt
to help reduce costs for shippers. The railroad has offered to pay a
large amount of the cost to the shippers for the alteration of, their
facilities by means of an "advance and refund provision' which gives
an allowance for each car shipped until the cost of the alteration of
the facilities is reached. (Yocum)

Proponents: In response to a petition filed by PEPCO, the ICC has ruled
after Yocum testified that the railroads must reimburse .some of their
suppliers. Conversations with members of the Maryland Coal Association

indicate little effect is expected, particularly for small producers.
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DIALOGUE #3

COAL DEMAND AND PRODUCTION ESTIMATES, DOMESTIC AND EXPORT

Maryland Utilities

Proponents: Total demand by Maryland utilities will double between 1980
and 1995, increasing from 5.7 MMTPY to 10.4 MMTPY. Tor the same period
BG&E will need five times the amount of coal they used in 1980, increasing
from 0.8 MMTPY to 4.0 MMTPY. (Lower)

Opponents: Total demand for coal by utilities in the middle Atlantic
region, including Maryland, will decrease by 4% by 1993 (Talbot).

South Atlantic States

Proponents: West Virginia, Maryland, Delaware, Virginia, North Carolina
and South Carolina's demand for all coal is expected to increase by 84
million tons between 1985 and 1995. (Kearney Report)

By 19953, coal conversions and new plants will [ncrease all fouth
Atlantic utilities' demands for coal by 29.9 million tons per year.
{(based on DOE and National Coal Association estimates, Lower.)

Opporents: This data is irrelevant since pipeline proponents have ncver
proposed to service power plants in West Virginia, North Carolina and
South Carolina (Bechtel; Vrooman)

Proponents: Relevant. These states are in CSX's scrvice territory.

Opponents: The proponents' statements of a major increase in domestic
coal demand is inconsistent with trends for domestic coal consumption.
Talbot) ‘

Proponents: The domestic coal consumption picture is bright. See DOE's
long-range projections below.
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National Domestic and Export Market

Proponents: The National Coal Association estimates that total production
will increase from 782 billion tons in 1983 to 1.1 billion tons By, s 951

DOE: EIA/DOE estimate that total production will increase from 782 billion
tons in 1983 to 1.1 billion by 1995. U.S. steam coal exports will more
than double, rising from 28 million tons to 58 million fons. (DOE/ETA. .
Annual Energy Outlook, 1983.)

Opponents: Outlook for increased demand for domestic coal flat. (Talbot)
From April, 1982, to March, 1984, National Coal Association revised down-
ward by 358 million tons its estimates for 1995 (see Table 12 in opponents'
separate attachment).

Proponents: True. This picture is still bright and does not indicate
domestic coal demand to be flat. From 1983 to 1995, U.S. coal production
will increase by 346 million tons. See DOE and National Coal Association
projections above.

Demand for Coal by Europe

Proponents: Europe 1s expected to increase its demand by 807 during
1982 to 1993, from 96 to 175 metric tons, for which the U.S. is viewed
as the swing supplier. Electric utilities of Europe are seen as the
ma jor consumers. (Ecklund)

Opponents: European demand for export coal is highly speculative and
subject to masive annual fluctuation. The United States exported 13.2
million tons in 1980; 25.3 million tons in 1981; 21.4 million tons in
1982 and only 13.4 million tons in 1983. (Talbot)

Proponents: Major Western European importers of U.S. coal alone imported
28.2 million tons in 1983. (Source, U.S. Department of Commerce.)

Demand for Western Maryland Coal by Europe

Proponents: Western Maryland coal has no difficulty in meeting European
quality standards. Price is the major deterrent. (Ecklund and Oberhaus)
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Opponents: 'Coal particle size consist" will decrease and coal surface
moisture (percentage by weight) will increase making slurried Western
Maryland coal less welcome in European markets (Lebo & Associates, Inc.).
European users are presently not equipped to handle slurried coal.

Proponents: Coal transported to Europe would be dewatered at the terminal
before transport, making the coal very marketable. -
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DIALOGUE #4

WATER ISSUES

Solids Content of Recovered Water

Proponents: Cadiz: 20 parts per million (ppm) (Halvorsen, former Super-
intendent); Black Mesa: 20 ppm (Dina, former Superintendent); ETSI CEP:
12.6 ppm (Carroll, Engineer); EPA Standards: 30 ppm (Carroll, Engineer)

Opponents: 98.6% of the coal is removed from the water at Black Mesa,
leaving 1.47% in. (Cooke) Additional sources for opponents on this issue
are the pictures and slides of the area surrounding the Mohave Generating
Station compared with Lake Powell Generating Station introduced by Ira
Cocke, August 22, 1984.

Proponents: According to Dina, former superintendent at Black Mesa,

Cooke used the wrong set of figures from a brochure he got there. A
look at the brochure could decide the issue.

Coal Separation Techrology

Proponents: Conventional technology. Closed circuit. Centrifuges first
separate the coal from the water, resulting in a coal cake that is sent
to the bed dryers. The underflow from the bed dryers is sent to belt
filter presses. Remaining filter press solids go back to the dryers

and remaining coal fines go to clariflccculators. Fines remaining after
the clarifying process are sent back to the belt filter to close the

CiL Rt .

Opponents: Separation technology will produce hazardous waste in the

form of liquid or solid sludge containing toxic metal, organic contaminants,
and coal fines. (Dr. Harris) As additional sources for opponents' test-
imony, see pictures and slides of area surrounding Mohave Generating
Station compared with Lake Powell Generating Station introduced by Ira
Cooke, August 22, 1984,
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Proponents: This kind of statement should be judged against the operating
experience of Black Mesa, Cadiz, and ETSI's test Coal Evaluation Plant.
Also, for further information, see additional information submitted by
Barbara Carroll at the Committee's request. Pictures taken from a heli-
copter prove nothing. There will be no sludge.

Evaporation Ponds

Proponents: Black Mesa: Evaporates waste water, not coal slurry water,
from the Mohave Generating Station. No sludge. (Michael Dina, former
Superintendent of Mohave)

Opponents: Evaporates coal slurry water. Produces sludge. (Cooke)
Additional sources for opponents' testimony are the pictures and slides
of area surrounding Mohave Generating Station compared with Lake Powell
Generating Station introduced by Ira Cooke, August 22, 1984,

Proponents: Pictures taken from a helicopter prove nothing. The former
plant superintendent has testified that the evaporation ponds do not
evaporate the slurry water.

Water Uses

Proponents: Electric utilities, industrial, agricultural, and municipal
water supplies. (Carroll, Texas Eastern Engineer)

Opponents: Other than the possibility of use at Brandon Shores, opponents
have not developed any other possible uses or indicated how the water
would be transported if it were to be used elsewhere.

Proponents: All possibilities will be explored during the developmental
and engineering phases. All have shown to be fecasible.

Opponents: 1In a study produced October 31, 1983, by the Applied Marine
Research Laboratory, Old Dominion University, Norfolk, Virginia, for

the Commonwealth of Virginia Joint Subcommittee for the Coal Slurry Pipe-
line Study, it was indicated that it were determined that il reuse of

the waste water by the VEPCO Portsmouth Power Generating Station was
unacceptable, there were not other uses. Therefore treatment and stream
discharge were considered the only means of disposal.

Proponents: The scope of this study applies only to industrial usages
in the Portsmouth area. It has no applicability to the Maryland pipeline.
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Brandon Shores Cooling Tower Makeup Water Requirements

Proponents: Water from the coal slurry pipeline could be used as makeup
water in the circulating water system at the existing Brandon Shores
unit., The closed loop circulating water system there uses 340 million
gallons of water a day (mgd). Makeup water, now drawn from the Patapsco
River, averages 8 mgd or 2.4% of the circulating water flow rate. The
slurry water recovery rate is 7.8 mgd.

When the new unit at Brandon Shores comes on line, the makeup water
requirements will be 16 mgd. (Flynn, EA Engineeing, Science, and Technology)

Opponents: Waste water will eventually be indirectly discharged into .
the Chesapeake Bay (Slerra Club) (Friends of the Earth) (Envivonmental
Policy Institute) (Clean Water Action Project) (City Bar Streams) (STING)
(Maryland Waste Coalition) (Maryland Conservation Council) (Dr. Harris).

Even in a closed loop system, water has to be changed and some water
discharged as the water becomes contaminated through use in the system
itself.

Proponents: An NPDES permet exists for discharge of water from Brandon
Shores. This would still apply, regardless of the source of makeup water.

Water Treatment Tests

Proponents: Organics: 2 of the 116 priority pollutants were found in

the slurry water; both were from lab cleanling agents. Toxlelty Test:
Fathead minnow test. 807 survival in the test; 90% in the control.

Metals: Test on 13 inorganics and all 129 priority pollutants; results:
only selenium would have to be treated to meet drinking water standards.
Biological Organisms: None. (Sources, Organics and Toxics: EA Engineering;
Metals: Lehigh University; ETSI Tests: Barbara Carroll.)

Opponents: The final results of the Lehigh University Analysis have
not been made available. The results of the EA Engineering Analysis
are scientifically inaccurate as control test container was broken and
other containers were contaminated.

Proponents: Broken containers do not make results inaccurate if the
cause is scientifically determined and isolated. Lehigh summarized their
results before the Committee. The conclusion was that water quality

was not a problem area. Further tests were weld also showing no problems.
This write~up will be available soon.
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DIALOGUE #5

PIPELINE SAFETY

Coal Pipeline Shutdowns

Proponents: Black Mesa: The pipeline is not purged of coal slurry during
or after a shutdown. It is restarted. (Dina, former superintendent)
Cadiz: Same. (Halvorsen, former superintendent)

Opponents: 1f a coal slurry pipeline is shut down for a period of time
allowing the heavy particles of slurry mixture to settle to the bottom,

it is often necessary to purge the line and replace it with water to

avoid damage to the line. This is one of the reasons why holding ponds

are established at each pumping station along the route.’ (See pictures

of Black Mesa Pumping Station and holding ponds - August 28, 1984 hearing.)

Proponents: The purpose of the dump ponds is to dump coal slurry in
the event that it was found that the coal slurry was not stable. This
only occurred, to Dina's best recollection, during the 1970 startup of
the system. In fact, the dumping ponds are so little utilized that the
proposed ETSI system only required a dump pond after its first pumping
station and once again only for the dumping of the line in the event
that the coal slurry is not stable.

Coal Ruptures and Defects

Proponents: Cadiz: No ruptures or spills in six years' operating cx-
perience. (Halvorsen, former superintendent) Black Mesa: One rupturc,
resulting in two spills, in 14 years' operation. No adverse effects,

so environmental agencies agreed that any attempt to remove spilled materials
was unnecessary and would be counterproductive environmentally. Cause

was operator error and faulty design of safety valve. Design corrected;
since then, no problems. (Dina, former superintendent)
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Public Service Commission: Unless the coal is mixed with a flammable

fluid such as oil instead of water, the U.S. Department of Transportation
perceives no safety problem. Corrosion is reduced with improved coatings
and cathodic protection to reduce to a minimum corrosion problems. (Sourcc,
Bill Checkley, Engineering Division)

Opponents: Potential spills, as well as the environmental effects of

the construction of the pipelines can be serious at the point of stream
and river crossings. (Save Our Streams, Sierra Club, Clean Water Action
Project, Environmental Policy Institute, (Rich)). A spill where the
pipeline crosses the Potomac River would be an "environmental emergency."
(Poindexter)

Proponents: Poindexter said any spill into the Potomac must be handled
promptly regardless of the source. Also, doomsdayers can predict chemical
truck spills, derailments, or pipeline problems, but the risks must be
fairly evaluated.

Pipeline Safety Technology

Proponents: Aerial surveillance, cathodic protection, X-rayed pipe,
safety valves. (Bechtel; Dina; Halvorsen)

Public Service Commission: One-call system, 'Miss Utility", operating
in Maryland, aerial surveillance, cathodic protection, coatings, safety
valves, X-rayed pipe. (Checkley, Engineering Division)

Opponents: There are too many questions related to the safety of the
pipeline during its operation to allow it to proceed. (Sierra Club,
Clean Water Action Project, Property Owners of Orchard Beach, Rich)

Proponents: There has been a combined 20 years of safe coal pipeline
operation.

Fatalities

Proponents: Cadiz, none. Black Mesa, none.

Opponents: No testimony.
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Overall Pipeline Safety

Proponents: No testimony.

Public Service Committsion: Most fatalities and injuries from pipeline
operations are caused by the flammable liquids carried by the pipelines.

For 500,000 'miles of oil, butane, propane, etc. pipe, there were
76 fatalities and 202 injuries between 1968 and 1982 due primarily to
the flammable properties of the liquids. For 1.5 million miles of gas
pipe, there were 73 fatalities and 442 injuries, 1970-1982, primarily
from flammable liquids. (Checkley, Engineering Division)

Opponents: Maryland has had several serious situations involving rupture
of pipelines over the past ten years. (Rich)

Proponents: Were they serious primarily because they were carrying [lam-
mable fuels?
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APPENDIX D

(Eminent Domain, continued)

Opponents: With the present uncertainty as to who will build the pipeline
and whether or not Baltimore Gas & Electric Company will participate
in building the pipeline, use of Eminent Domain is very questionable.

Proponents: The State of Maryland has an excellent regulatory structure
to make all the appropriate decisions, regardless of who builds.

Opponents: Since the route, the owner, and the users of any proposed
pipeline are still undetermined there is no assurance that the public

will benefit in any way from the granting of Eminent Domain.

Proponents: The feasibility study presented is adequate to determine
the eminent domain question, which will then allow detailed cngineering:
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APPENDIX D

DIALOGUE #7

WESTERN MARYLAND

Opponents: Western Maryland coal will not be added to the pipeline.

Proponents: Could add at least 1 MMTPY Oor more to pipeline. (Bechtel;
Poindexter)

Opponents:

(a) Only 5 mines, within Westernport gathering arca - (Lebo & Assoc.)

Proponents: The gathering area considered by Lebo is too small.
It 'is commai- toperbok' codl 150 to 70 miles in Western Maryland to
a rail yard. (Oberhaus)

Western Maryland coal, unlike West Virginia coal, is soft and will
produce vast quantities of flour-like 'coal fines" which are difficult
to handle and extremely expensive to dewater. - (Lebo & Assoc.)

Proponents: The amount of coal fines is a function of the grinding
equipment, not the type of coal.

Reserves in West Virginia gathering area so vast, makes no economic
sense to add Westernport facility for only 6-2/3% of pipeline volume.

Proponents: Economic development of Western Maryland is important
and a f{actor the railroads have ignored, as their unemployment rates
show.

Bechtel has not anticipated any storage or segregation facilities
for Western Maryland Coal.

Proponents: Live and dead storage provided for all throughput.
See Bechtel. :

How often will the flow of West Virginia coal be interrupted to
allow for the addition of Western Maryland Coal?

Proponents: The flow will not be interrupted; it will be batched
in an orderly fashion.




APPENDIX D

(Opponents, continued)

(f) Will the railroads be available and able to handle coal deliveries
when Western Maryland coal mines are unable to use the pipeline?

Proponents: Yes. A pipeline is an additional mode of transportation,
not a replacement for railroads.




APPENDIX D

DIALOGUE #8

INVESTMENTS/TECHNOLOGY

Consumers

Opponents: Long term take or pay contracts are necessary (Poindexter)
which will create risks for the consumers (Wilner), (Talbott):

1f coal costs crops, no flexibility;

If innovations occur - no flexibility;

1f demand drops, cost rises because of '"take or pay'" contracts;

If pipeline fails or not completed, cost must be absorbed by consumers
in rate base (see Braidwood article attached) or by lowered credit rating
and higher borrowing costs by utility. (Keane) (Talbott) (Wilner)

Risk that one started, must or will be completed '"no matter what"
(Talbott) ‘

Progonents:

1) Long-term contracts and take-or-pay contracts are not synonymous.

2) The terms of a long-term contract determine whether or not consumers
benefit. For example, the long-term contract of 20 years the railroad
signed with Arkansas Power and Light has saved consumers $16.4 billion.

3) Long-term contracts and contracts similar to the minimum—take
contracts signed with railroads today are necessary for pipeline operation.
(Poindexter)

4) 1f BG&E stockholders were to invest in a pipeline as a non-utility
investment, pipeline costs cannot be passed on to the consumer. (Poin-
dexter) (Heintz) The PSC can also deny any indirect effect on consumers
should a lower credit rating result for the utility due to its outside
investments. (Heintz)

Technologz

Opponents: Technology not proven in operation. Every coal slurry pipe-
line ever built was poirt—to-point. Black Mesa - all 5 million tons

has one origin and is burned at pipeline terminus. There is no storage
of or further transportation of dewatered coal. In proposed project,
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APPENDIX D

(Opponents, continued)

there are several different .sources of coal and coal must be dewatered,
stored, and then shipped. This has never been done in any coal slurry
pipeline operation.

Proponents: A multi-sourced coal pipeline involves combining proven

technologies into a single operation, as the transport of oil, its storage
and export involved.

67




33ybyya % i ;
p uu_h%:m mmuwmuw)mw_mmmcu 2lqetysap 4abuo) ou ade $3J1A43s 3sayy %muw ww_“wu»w e
. s Loﬂumuhcow mhhwnwmmmummow qummw S®BY 3335 ay3 3BY3 Sadpadas uu”>owu WH~MuMMM
L Uijedado sy 3yssayy ‘31553y) 03 pyeq ase Sdjuou 3By

"33BIS 343 £q rszipysqns IO s PUR|AdeH U} waIsKS 3ySsayy ay)
- L b . L .. . Iu l.

P *2iuBaga
PUER au|| pascdodd ayl Jo tpajul-omy URYl sJOH
Y B0 JAd BunB L BpNY 3Ryl @el jmmoy ayy

53 W aJe Sjuvid vojavardasd o 3 go g
‘puR|fivy pue wiupBapp 15an TI59 Jo sarey
Biozy| O] pajaa|bau aamy ilvauodoly |

“TuLBap
PR au)|| pasodoud syl 4o fpapgy-oama uRyy dJoy
W W00 sanbig squl avgy esl: wwoy ay)

1304 vy aar Sjuegd vojivdedasd &
“puR|fimy puw wyujBain 3seN
Jojuy 03 P

4l ;o E
410§ 4o sawey
i28(bau aawy siusvodosy |

*2anbiy 3143

BIURD "mNwiuim ¥ 3T “pnos L IS e

JUSUTIRAULS LD PROJ| P4 W04 SENUAARL ¥B) 33F3 I3RALpU| SO S5O| @43 43U euRmsal

30U 5y aanBiy siy: "EADRAAYL  CluMIISsAU) puw "UofiIn21sual *lusolo|des PROJ| (%S

40 $30| JusuPmuad myy £g pasney jivcm| ¥Eg BIEIS 1204|pu) @yl ©F pRiRdEDI 3§ Yinw 2owcw)
TR WAELS 138J|pU| 3|43 IRYY #AalpumET aN3 HSu| 03 paize|bau @Ay fluduodosy |

put

"RIUMIBL{A 150N Uy adw Saurid woplvsvdadd & Syl
31 40 3pJyy-oA) uRyl Baow  CpuR|duEN pue PIuibagA 3saN
W3 5139 2aa aunbyy syl FEG] Aa03 (e Ayl mLoiu)

#0 E pum auj| pasocdosd
4iog JO 22Fdw) ajEls 1oEip
03 paidbeu ARy 1lusuodosd |

0°(z2 ¢ ,0°002 § ,0°009 § (1®301)
jusuisaaul [e3ide)y may
sl°0l $ ESEd 1S SHIL@AS 3jBWils] [¥30]
30 3uoyN JUON S3|pisgns ajeys
] % 1 £€5°2 § SIS 1e3036n5
1 T ST
" aacay SLALHC 09 saxey f3dadold {eom
h-aqpuzu pajewilsy 30 pajewiys3 JoN X®e| sidjasay ssody
'8 8 i el saxe) A14adosg
i, s pue s3|eS_‘swodu] a3e3§
p (deap d3d )
. potdad (euof3eaado
= si°¢e s Sy s [e3ol
= .0 0751 3oRdu] xe) a3e3s 32a1)pu]
WS1°E 5°6 Joedul xel a3le3s 3231iQ
- (ste3oy 4L €3
- 3SBYJd UO}3dNAISUO)
4013ngi43u0) S3JBW{3ISI pasodac.d SUOL[LIN § -+ pOLsad/wal]
yOJ|jRY JO 30 suyladid 4q i
S3lew(3s3

.t

UOES AsY , Sausuoddg

UO|3INg|d3uod

SININOLdO

mmHQHmm:m\mHzmzwmm>zH\wm:zm>mm CRRALS
# 3N901via

» by

*193397 m.umﬁaouuasoo.mmm (¢ ug
sqof uo g 21qel ,siuaucdorg @3g (7 ug y
pueifaey uo 3oedwt ay3l Lfuo Buransesw sem -
2y 3eYy3l 1ea1d> ¥3Inb sem 1371013dwo) Byl (4 B ¢ sug
‘uotT3IoNIISUOD 203 3oedwr pueikiyg 9yl Luo
paanseaw 1377013dwo) 2yl i3ylaym IBI[OUN ST IT (] ug
*H ® ¢ ‘Z sujy 3jusuoddp 03 siamsuy

"¥3TT0¥1dHOD FHL 40 3IDIJA0 FHI

Ol QJ4103¥Iq 39 QINCHS SATIAINONI ANV °SININOJO¥d

IHI ION “¥ITIOYIAWOD FHL J0 I0Id40 FHI ST QIINISTUd
VI1va INNIATE FALVLIS JHI :0 ID¥N0S FHI ‘IAOGY QIIVIS SV

b o BEE TR ERAT

uy ‘Isnouig R 3uyay ‘uemyney ‘2A00uTIN ‘4AIulolle ‘*INooj °3 eay

‘paed yr1ea pueypaaquny Y3 Surpeaddn uy IUAWISIAUT ue JOo IIewyisd
PEOITIRI 3yl 1o0] f330day 133y09g Yl ‘Iuawisaaul duyladid Iy3 103 :sesinog

01z ¢ 0°009% . (1e301l) 3Juswisaaul Teirdeny may

4 *utaIsplon °7 sinoq ‘Ainseaal Iyl jo 1a11023idwor

:921n03
<
(o]

*3u?daad 1 jo ¥

sAed peoa1ey O%¢ Y3l pur x®3 $3d19991 s5018 3z ® Aed s313T11In ‘pueikaey uy

- A13uvsday -xe3 s3d712291 55018 Ipniour Jou sIop Iuy1adid 10] IeWIISR ,—nuo.:
¢
] pilnte Gon A0 [3™I33 1r30L
(sg6l1) (-8 suoy v sSa1pIsqQng ?3®ag
1ot 3 S 8 1=303qng
o1 0 : ‘saxe] Ki1adoag 1ev0q
A0Qy PIpnRIduUl paiewrisy 10N xe] s3dya29y ssoan
9°g €1 saxe] Aja9doag
E pue s31®s ‘swodul I3eIG
. (aeax 293 $) porasg (euojiezadg
T [ 38 748 B 18301 7
o Q-1 1oedw] xe] 33e3g Id9ajpul
= $°6 32edm] xep a3e3g 3I9333Q
(ST1®3I0L *ai ) ¥sSeyYy UBTIONITISUO)
SUOTTIIN ¢ * SuIllIM § polaag/wall
$93ewI3sy peoajrey  salewrysy aurladig
Aq uoiringiazuoy £q uorinqiiiue) [
1e30] 3Juaaany polemylsy : .

SININOJOAd




“Z-t *d uwo 1-({ @1qel 123Yy>3g 3O uoyiIwlaazdiaIulsiw e

ST u3 STyl (9) °sSneY3aqQ I35 -wILp [eI737dwd uo paseq S} AJLKH | [PUOTITPPE ue jo 133333
Juawhordws ayl (g) <-suojidunsse Jou ‘®Iep [eI7Ijdwd uo paseq S} Ioeduy juawkoydwa SIYL (%)
sydeoadde 12132q yonm ¢ sy uoTiIdIpsianf ailels Aq (2 npayds Fujuuey) [3IYlag jo y—y aqel Suipialg

APPENDIX D

©34n513 Sy} |25UBD ‘wWNWIUW B J® ‘PLNOA SPROJ||Rd
UO 353339 323J4|pul 2DUlS 3uPWIA5 Jou sy Anbiy siyl ‘8Jojassyy  -Iudwko|dwa pROJ||RJ
3O S30] 3yl woiy PaA{4ap Sqof Idaajpuj JO SSOf JuauRWIAC 3y} O3 pIJ2CwO3 g Isnu
sQof A23.Cdway 32aJipul 3sayy Jey) 9933 |wwo) Y3 wAOJul O3 paydabau sjuaucdold ,
5 Ce e o °
... 7 cwpuibaup 3SaM Ul S} YI|Ym JO SPIY3I—OM} NVHL JEOW — SUO1IINJIIsu0d auyjadid
2413U3 3y} JO3 24® sqOf asayy JeY3 2933 |wwoDd Y3 wIoju} O paydalbau sjusuododd

13

oiz't o

SSOT 13N - S8OC ININVWY3Id TVI0L

$S0{ ?3e|paum)
200771

$SO| 33®|pauwy
,000°1 -

,|RWlU|W O3 3uoK $507 SQO PROJ| |BY

g Jeak aad

o6l * Syt + {r3034qns

06 + Jeak aad

06 + K3y 1)oR4 buipro|surily

Jeak Jaad

5008 ¢ AdLHH | '°PH udaysay
Jeak Jad
SSHIE £3131439313
30 23144 3%99 PIINPY
Jeak Jdad :
ol o4 juswfo(dun -
juauemiagd 352410
pojJdad |ruO{IrIad0

usouuf - .ucus»o_asu

Kiriodwal 32344pul

Juawko] durg
KirvJodwal 322410

206L°2 +

,005°2 ¢

3 ‘ (SJ¥3A £) 25BYJ UOYIOINJIYISUOD
" (Jaqunu)

Sa3ed(353 warl
, Sjuauodold

(Jaqunu)
Sayew|}s3
,S3uauodold
30
SUOLS|AJY
. SJuduoddo

3501 s3o¢
peodiiey jo

S3ajemiys3
(S3uauocddp Jo
uoyjeuridxyl

. S3uaucddp

SIN3INO4dO

<K311312®3 Sujaalemap 23yl jo Idedwy Juswloydwd (ejIuelsgRs Iyl saioud; 31

£q 3uipalp Jo ABo1opoyiaw proiyITA () ‘IA0Qe ] uj 33  (7)

J1eY ueyl 10w ‘SISO I031yp Iyl 2zAjeue 031 3q pinoa ydoeoadde 1313aq y
31 -a3ejadoaddeuy s} ¢ £q Buipjaip jo ASojopoyilasw peoafiei Iyl (1)

*?3eyadoaddeu; sy ¢
cpueldieR U}l 2a® Ydyysm jo
‘uojleadia 10qe] sai08uy
"Suj PROITTE2 031 SiImsuy

IS FLEEIRAL Y

puelfieR WOl PIIIIAIP 2q V1T1m duj(adid aya jo dndyBncans Lafke 1 @uyius
243 eyl pue Geel YENoayl JuwISUOD IQ [IA SI|Y|poeissd IIYlo |1E puR Bpjjess
1802 1Byl uojIdwnsse IYI UO paseq Sy IJeWIlEd EIg3 ‘dugwiisa o3 Fuypreaay

W

*$2737powOD 13Y3IO 30/pur [v0D 10j puPvwap ayl Uy Iseaiduj ays £q paqiosqe aq
p1nod auttadid ayi £q pa3zaajp 2q pinod A((efiualod Jeyl dF1jjeil (e0D ayssay)

10P33103 puBI3qWN) Yl JO XJIWR (£°Z 2Yd ILYI uojIcunsse 3yl uo paseq uumE«uuwn
cuoyielzodsuez] (80 2a73IVIadwo) 203 saaspueldiey ‘1012313Qg IATINdAxZ .uu>oq.==<
~— fuowy3sal (923008 °*GOOT-G66T SA®ak Iyl 103] Ipew sIIrwyisa Jujod-piw

uo paseq sy p23ea1d sqof jo aaqunu aFeiaar YL "VSHS dI10wjl|eg Iyl 03 mo«#mm<n

-A-N jo hﬂﬂd&dqu—I $,(323Q vo vvmﬂﬂﬂ

S5O 231PIpaWWT OOy (- awak 23d gIpT+ 1e30]

SSO1 Ierpawmwy  QO%I-

PWIUTH 03 3uo|
v na TUTR N

sso]1 sqof peoayyey

Auomyisay oN aeak aad gyp1+ 1®I03qng
Araxrivn

$27371130 3294y3p Lq asn

Ayaxyrun 2seaxdu]

238Wy3S3 ON
23PWIIS3 ON

Idedmy £331730 19430
%7 uoylonpoag
Ax0dx3 ‘sqor 3304
A31110e3 Sujpeoysueay
7 AdLKH 1 ‘"PH u3a3lsap
£31971339913
3o uoanm 3V09 P2onpIy
qusnkoydug Iuaurmrag 3I19217puj
19d O1¢ Juawioldwy Juanewlag 3I12a11Qg
3 (sa®az 0¢-02) Polasd (euojieradp

1eak 1ad 0§
awak 12ad 00g
aeak 1ad gy

asea1du] signog
Auowjisal oN

s3jewyisg ON awak

s3jPWwllsSy 1e301

salew}Isy
sajew}Isy

Jusmkolduy 193a7pug
qusuloydwy 3d311g
(S1eax ¢) ISeYd uUOTIONIISUOY

AhungZV
suyredig
ay3l jo 312edw] sqor
3O S2JBWIISI IFSSIYD

(1aquny)
auytadilg
243 jo 3Idedw] sqof
Jo sa3jemy3sy auyyadig

sgor SININOJO¥d

01# aAn9071vId




s o S ~ APPENDIX D

" (DIALOGUE #10, con;inued)

* Proponents neglected to inform the Committee that these Jobs are for the

Operation of the ENTIRE pipeline. - More than two-thirds of the Plpeline will operate

in Hest Virginia INCLUDING three of the four preparation plants.

_ * Proponents are assuming that there will be meaningful electric utility rate
savings to Maryland customers and that industry wil] refnvest those savings to create
new employment. Further, this figure 1s not germane, since loss of support jobs

'r.anclllary to railroad jobs lost would, at minimum, cancel this figure.

s Proponents have not explained how Western Maryland coal would enter the
pipeline, how often, at what cost, to whom it would be sold, and how 1t would be
segregated and delivered to the ultimate purchaser. Further, the Committee has not been

Informed as to whether this represents new coal or a diversion of existing coal from
rallroad traffic. :

* Hhile Proponents now claim that only 2.7MMTPY of the "“Cumberland corridor"
Chessie coal traffic begins In the area where the proposed pipeline coal would _ ,
originate, the Chessie System. carries close to 20MMTPY through the Cumberland-Hagerstown
area. It is clear from the Bechtel table (7-1) on page 7-2 that the Proponents envision

- NO new sources for the sale of coal but plan to divert existing rall coal and replace t
with pipeline coal, therefore reducing by at least 15MMTPY the amount of coa] that

Chessie carrfes. Moreover, should the proponents elect to move the pipeline from
Western W.va. to the Buckhannon, W.va. area (the location of the pipeline origination

during the 1984 General Assembly Session] all pipeline coal would then be from the B &0
coal fields. '

0882g
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APPENDIX D

; . APPENDIX I Opponent Wilner

COAL PRODUCTlON COAL PRICE, AND RAIL COAL. RATE INDICES

MNOEX (|972-|oo)

. 180 . -
"..',"50'; o o/\\

L - *o—0 -
\ COAL PRICES: F.O.8, MINE ®
o+ (CONSTANT DOLLARS)

COAL PRODUCTION

(CONSTANT DOLLARS) |
80 SN ootk S RN .
T 1972 1974 1976 1978 1380 1982 1984

-

"While rail coal rates are being blamed for high delivered coal prices,
the facts belie the allegation. During the past 10 years, railroad coal
rates have been relatively f£flat. Mine-mouth coal prices, meanwhile,
almost doubled between 1973 and 1975. ° While those prices have been
reduced somewhat, they remain significantly above their 1973 1levels.
Clearly, rail coal rates are not the cause of high coal prices.
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APPENDIX II

Opponeht Wilner

RAILROAD COAL RATES SINCE' THE STAGGERS ACT

150.

S | ° [MAXMUM UNCONTESTABLE INCREASE]

o \

1301  [RaiRoAD COAL RATES)
1204 -
OoCT. | /\""—/ . |
110~ | .
g RAILROAD INFLATION]
100 ‘y/ff ———e .

1 2 3 4 1 2 3% 4 1 2 3 4 1 2 3 4 1 2 3 4
- 1980 1981 1982 . . 1983 1984

Since Staggers, railroads have increased coal rates on '

points above their inflation rate . . . despite having ;Kthirff;c?::ﬁgg?
maximum rate regulation) .to increase them 18 percentage points above
inflation. . . and despite continued record investments in coal-haulinz
gacilities . « o and despite the fact that not a single railroad syg;téi
is revenue adequate . . . ‘proving the existence of effective competition.*
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A COMPARISON OF NATIONAL RAILROAD COAL
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.. _ ' APPENPIX E

Table 7. State Revenues/Investments/Subsidies

Estimated Opponents
. Contribution Opponents' Revision Estimates
by Pipeline . of of Rallroad
Item/Period ¢ Millions Proposed Estimates Contribution
Construction Phase
(3 Yr. Totals)
Direct State Tax Impact 9.5' 3.15'
Indirect State Tax Impact 15.02 0 ?
| Total $ 24.5 $ 3.15 -
Operational Period
($ Per Year)
State Income, Sales and
Property Taxes 1.3° . .43 8.6 .
- Gross Receipts Tax Not Estimated Not Estimated Included
Above
Local Property Taxes 6.2° 2.1 ¢ 1.5
Subtotal-. $ 7.5 $ 2.53 $10.1
- State Subsidies None None 0°
"~ Total Estimate : $ 7.5 $ 2.53 $10.1°
New Capital Investment :
(Total) $ 600.0° $ 200.0° $ 27.0

' Proponents have neglected to 1nfofm the Committee that this figure reflects the

direct State impact of both West Virginia and Maryland.
proposed line -and 3 of the 4 preparation plants are in West Virginia.

More than two-thirds of the

2 proponents have neglected to 1nform the Committee that this indirect State tax
impact must be compared to the indirect State tax impact caused by the permanent loss of

. railroad employment, construction, and investment.

Therefore, this figure is not

germane since the loss of indirect State tax revenues from railroad disinvestment and

the ‘1ike would, at a minimum, cancel this figure.

taxes of both West Virginia and Maryland.
3 of the & preparation plants are in West Virginia.

3 proponents have neglected to inform the Committee that this figure reflects the
More than two-thirds of the proposed line and

* Proponents have neglected to inform the Commitee that this figure reflects the

taxes of both West Virginia and Maryland.
3 of the 4 preparation plants are in West Virginia.. :

87
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APPENDIX E

Table 7. (Continued)

S The Chessie System in Maryland is NOT subsidized by the State. To the extent
that monies are paid to Chessie, Chessie is operating as a private contractor for the
State to provide services that the State has deemed to be socially desirable. Should
the State decide that these services are no longer desirable, Chessie would be delighted
to étop offering them. .

* Only one-third of the pipeline and only one of the preparation piants will be in
Maryland.




APPENDIX E

Table 8. Jobs

Opponents'
Opponents' Explanation
Revisions of Opponents'
_ of Estimates
. Proponents'’ Proponents' " ~ of Railroad
[tem - Estimates Estimates: ' Jobs Lost
(number) (number)
Construction Phase (3 Years) - |
Direct Temporary ' '
Employment + 2,500 850 (Estimated]
Indirect Temporary '
Employment + 2,750% Unknown
Operational Period
Direct Permanent '
Employment _ +  310° + 100
per year :
Reduced BG&E Price of :
Electricity + 115° 0
' per year
Western Md., 1 MMTPY +  300° 0
: per year
‘Transloading Facility * 90
: per year + 90
Subtotal + 1,815 Ce190
per year
Railroad Jobs Loss None to Minimai® - 1,400° -~ 1,400°
: . immediate loss immediate loss

TOTAL PERMANENT JOBS - NET LOSS . - 1,210

' Proponents neglected'to inform the Committee that these jobs are for the entire
pipeline constructipns - MORE THAN two-thirds of which is in West Virginia.

2 proponents neglected to inform the Committee that these indirect temporary jobs
must be compared to the permanent loss of indirect jobs derived from the loss of
railroad employment. Therefore, this figure is not germane since indirect effect on
railroads would, at a minimum, cancel this figure.
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APPENDIX E

Table 8. (Continued)

3 proponents neglected to inform the Committee that these jobs are for the <
operation of the ENTIRE pipeline. - More than two-thirds of the pipeline will operate
in Nest virginia INCLUDING three of the four preparation plants.

4 proponents are assuming that there will be meaningful electric utility rate
savings to Maryland customers and that industry will reinvest those savings to create
new employment. Further, this figure is not germane, since loss of support jobs
ancillary to railroad jobs lost would, at minimum, cancel this figure.

S Proponents have not explained how Western Maryland coal would enter the
pipeline, how often, at what cost, to whom it would be sold, and how it would be
segregated and delivered to the ultimate purchaser. Further, the Committee has not been
informed as to whether this represents new coal or a diversion of existing coa! from
railroad traffic.

* While proponents now claim that only 2.7MMTPY of the “Cumberland corridor”
Chessie coal traffic begins in the area where the proposed pipeline coal would
originate, the Chessie System carries close to 20MMTPY through the Cumberland-Hagerstown
area. It is clear from the Bechtel table (7-1) on page 7-2 that the proponents envision
NO new sources for the sale of coal but plan to divert existing rail coal and replace it
with pipeline coal, therefore reducing by at least 1SMMTPY the amount of coal that
Chessie carries. Moreover, should the proponents elect to move the pipeline from
Western W.Va. to the Buckhannon, W.Va. area [the location of the pipeline origination
during the 1984 General Assembly Session] all pipeline coal would then be from the B & O

- coal fields.

08829
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APPENDIX E

TABLE 12.

NATIONAL COAL ASSOCIATION FORECASTS FOR OVER-ALL COAL
CONSUMPTION: .

1982 Forecast - "Most Likely" situation:

1985 - 987,000,000 Tons

"“Most Likely" situation:

1984 REVISION

1985 - 854,000,000 Tons
A reduction of 133,000,000 Tons

1982 Forecast - "Most Likely" situation:'

1990 - 1,235,000,000 Tons
1995 - 1,486,000,000 Tons

1984 REVISION - "Most Likely" situation:

1990 - 945,000,000
A reduction of 290,000,000 Tons
1995 - 1,128,000,000
A reduction of 358,000,000 Tons .
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( i HUNTINGTON TO BALTIHORE( ‘ APPENDIX E

B&0 (ALL RAIL)

ROUTE MILES CAR3 UMIIS LREMS

Huntington-Parkersburg 119 150 3

Parkersburg-Grafton 105 90 5

Grafton-Cumberland 99 90 4 (push)

Cumberland-Brunswick 100 180 2 (push)

Brunswick-Baltimore 59 120 2 (push)

TOTALS 182 Bda W 8

#NA= Not Applicabdble
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HUNTINGTON TO BALTIMORE
C&0--B&0 (ALL RAIL)

ROUTE MILES CARS UNITS CREWS
Huntington-Handley 75 . 160 3 1
Handley-Hinton 72 160 L} 1
Hinton-Clifton Forge 76 160 R (push) 2
Clifton Forge-C'ville 99 70 5 1
C'villg-Potonﬂe Yard 94 80 . & 1
Potonﬁe Yard-Baltimore 32 125 & 1
TOTALS: 548 55 WA 7

#NA= Not Applicable
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HUN*( iTON TO NEWPORT NEWS--BARGE TO B/ IMORE

C&0 (BARGE) APPENDIX E

BOUTE _ MILES CARS UNIYS CREWS
Huntington-Handley s 160 3 1

. Handley-Hinton 72 160 8 - 1

. Hinton-Clifton Forge 76 160 4 (push) 2
Clifton Forge-Gladstone 106 190 2 1
Gladstope-Richmond 120 190 2 1
Richmond-Newport News 70 190 2 (push) 2

TOTALS: 519 oo 4 8

#NAz= Not applicable
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RESPONSES TO PRELIMINARY ISSUE TABLES

"100

Prepared by Opponents to
Coal Slurry Pipeline

" Ira C. Cooke
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APPENDIX E

Table 1. Coal Rail/Pipeline Rates
. Item 1. Central West Virginia to Curtis Bay

Opponents:

1. Proponents have used a single car rate not a unit train rate which is
considerably cheaper. ' :

These published tariff rates are substantially higher than the Baltimore Gas &
Electric Company contract rate.

Proponents have included weighing and dumping fees in their analysis of
raflrates. Without these fees $14.85 is the single car rate from Central West
Virginia to Curtis Bay via B & 0.

The $12.60 estimated pipeline rate in the Bechtel Report is not realistic and
among other things does not include:

(a) Gathering costs ($1.58 to $1.95 per ton) (Lebo & Associates, Inc.)
(b) Storage costs at terminal (Lebo & Associates, Inc.)

(c) Washing of part of coal at up to $5/ton (Poindexter) (Lebo & Associates,
Inc.)

(d) The weighing or dumping fees which have been included on proponent's
statement of the rail rates. -

(e) Loading and distribution costs at destination (Lebo & Associates, Inc.)

- (f) Probable cost overruns as shown in Table 9 of opponents separate
' “attachment.

Item 2. Rail rates from West Virginia to Baltimore compared to rates from West Virginia
to Hampton Roads, V1rginha. to Baltimore by barge

Opponents:

1. The all-rail charges from Southwestern West Virginia (or Kentucky), where
Baltimore Gas & Electric has opted to buy its coal for Brandon Shores, to
Baltimore are higher because terrain problems which limit the number of cars on
that route.

The B & O rates from the present area in central and northern West Virginia
from which BG & E purchases coal for its Wagner plant (and in which Potomac
Electric Power Company makes spot market purchases), to Baltimore, are lower
than the rates from southwestern West Virginia (or Kentucky) to Hampton Roads.

In the Bechtel Report presented during the 1984 General Assembly Session the

pipeline was supposed to originate in the central and northern West Virginia
area where the B & O rates to Baltimore are lower.
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APPENDIX E

Item 3. Raill rates from Cumberland, Maryland, to Baltimore tompared to rates from
Baltimore to Europe

Opponents:

1. Comparison of rail rates with water rates to Europe is totally irrele?ant,
particularly since the water rates also far exceed the estimated pipeline rates.

2. The only relevant comparison is the actual rall rates compared to the correctly
estimated pipeline rates. See Table 9 of opponents separate attachment.

Item 4. Baltimore Gas & Electric Rall Rates
Opponents:
Contract rates with Baltimore Gas & Electric Company are substantially lower than

the published tariff rates, thus rendering inappropriate the comparisons made by
proponents as to the relative rate levels (Poindexter) (Yocum) (Cooke)

0913g/1
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APPENDIX E

Table 2. Coal Freight Rate Increases/Pipeline Rate Increases
Item 5. Western Maryland to Baltimore
Opponents: See Item 7
Item 6. BG&E and PEPCO Combined Freight Rate Increases
Opponents: See Item 7
Item 7. Contract Rates

Opponents: -

Since 1982 tariff rate increases have been moderate. While contract rates are :
confidential between the parties, proponents say that contract rates increase at the
same rate as tariff rates. On January 1, 1982 tariff rates on domestic coal
transportation increased 4.7%; on January 1, 1983 tariff rates on domestic coal
transportation increased 1% and that increase was later cancelled; on October 9,
1983 tariff rates on domestic coal transportation increased 1.2%; on January 1, 1984
tariff rates on domestic coal transportation increased 4.1%; and on July 1, 1984
tariff rates on domestic coal transportation increased .4%. The tariff rates will
not increase again prior to January 1, 1985, therefore, over three years the rate
increased a total of 10.4% which is an average of less than 3.5% per year, below the
average cost of inflation over the same period.

Item 8. National Rail Rate Increases

Opponents:

To illustrate the comparative increases of rail rates and mine mouth coal prices,
. Frank Wilner, in his testimony, tncluded Appendix 1 and Appendix 2 which for
convenience of reference are attached hereto.

0913g/2




APPENDIX E

COAL PRODUCTION, COAL PRICE, AND RAIL COAL RATE INDICES

INDEX (l!_72=|00)

180

.150—- | './_ \. -
N
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uo-4 (CONSTANT DOLLARS)
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‘oo.o\\\:;__—{P--Q——;AJ-_;{}--Q—”J:;-*}___{}——‘Ch-—ﬂ

RAIL COAL RATES
(CONSTANT DOLLARS)
80 y ] ' ] y T y T ' T T
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-

While rail coal rates are being blamed for high delivered coal prices,
the facts belie the allegation. puring the past 10 years, railroad coal
rates have been relatively flat. Mine-mouth coal prices, meanwhile,
almost doubled between 1973 and 1975. while those prices have been
reduced somewhat, they remain significantly above their 1973 levels.
Clearly, rail coal rates are not the cause of high coal prices.
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APPENDIX II
APPENDIX E

RAILROAD COAL RATES SINCE THE STAGGERS ACT

150

,_.m_-  [(AOMUM UNCONTESTABLE INCREASE] ¥ o

150 [RAILROAD COAL RATES

f"‘ﬂ'b-"'-ﬂ i

120 -
OCT. 1, 1980
110~
RAILROAD INFLATION]
100 pr— - -~

PR O ST U TS W ) e O S Siall & A AT .
1980 1981 1982 1983 1984

since Staggers, railroads have increased coal rates only 3 percentage
poir}ts above their inflation rate . . . despite having authority (under
maximum rate regulation) to increase them 18 percentage points abov =
inf]_.ation. . . and despite continued record investments in coal-haulip:
facilities . . . and despite the fact that not a single railroad systeé

is revenue adequate . . . proving the existence of effective competition.
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Table 2. (continued) Coal Freight Increases/Pipeline Rate Increases,

Item 9. Proposed ICC Rulemaking on Rates for Captive Shippers
Opponents:

Railroads have not even approximated the 15% per year figure allowed. The railroad
industries position is that the Interstate Commerce Commission should not continue
the 15% per year over inflation, and the ICC has a duty to investigate in all
appropriate cases. As a general rule, an increase of 4% over inflation should be
used as an appropriate level at which an investigation is triggered.

Item 10. Gauge of Railroads' Financial Health

Opponents:

Ratlroad rate on return on investment (ROI) is calculated on original cost (book
value) as all other industry ROI's - (ICC revenue adequacy proceedings). Railroad
is not a monopoly which is "permitted" a set rate of return on products as is

BG & E. The financial position of BG & E is so favorable that it will generate 75%
of its 1983 capital needs through internal sources and is seeking to diversify for
investment purposes (Talbot) (BG & E Stockholders Report).

Item 11. BG & E Rate of Return Calculated on a Replacement Cost Basis
Opponents:
Calculation of Baltimore Gas & Electric Company's rate of return on a replacement
cost basis is totally irrelevant in these proceedings. Baltimore Gas & Electric
Company is a monopoly with a guaranteed rate of return:

Item 12. Pipeline Transport/Freight Rate Increase Assumptions and Assessment of the New
[CC Rate Standards

Opponents:

1 Rates of inflation are highly variable and projections for 20 years are not
reliable and have never been particularly reliable.

&, The 6% pipeline rate assumed does not include possible escalation of the higher
rate for gathering costs by truck which will be 30% of the cost according to
the Bechtel Report.

3. Assumed increase for railroads does not take into account present and possible
cost savings due to innovations, productivity increases or decreases in labor
costs by more flexibility in work rules.
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. 4, The initial costs of pipeline transportation used by proponents does not
consider the probable costs overruns. (See Table 9 in opponent; separate

attachment)

»

Item 13. MWestern Maryland

Opponents{

The railroad policy on loading and unloading is an attempt to help reduce costs for
shippers. The railroad has offered to pay a large amount of the cost to the
shippers for the alteration of their facilities by means of an "advance and refund
provision" which gives an allowance for each car shipped until the cost of the
alteration of the facilities is reached. (Yokum)

0913g/3
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APPENDIX 1.

Table 3. Coal Demand and Production Estimates,
Domestic and Export -

Item 14. Maryland Utilities
Opponents:

Total demand for coal by utilities in the middle Atlantic region, including
Maryland, will decrease 4% by 1993 (Talbot).

Item 15. South Atlantic States
Opponents:

1. This data is irrelevant since pipeline proponents have never proposed to
service power plants in West Virginia, North Carolina and South Carolina
(Bechtel Report)(Vrooman)

2. The proponents statements of a major increase in domestic coal demand is
inconsistent with trends for domestic coal consumption (Talbot).

Item 16. National Domestic and Export Market
Opponents:
1. Outlook for increased demand for domestic coal flat (Talbot).

2. From April, 198? to March 1984 National Coal Association revised downward by
358 million tons its estimates for 1995 (see Table 12 in opponents separate
attachment) |

Item 17. Demand for Coal by Europe

Opponents: l
European demand for‘export coal is highly speculative and subject to massive annual
fluctuation. The United States exported 13.2 million tons in 1980; 25.3 million

tons in 1981: 21.4 million tons in 1982 and only 13.4 million tons in 1983 (Talbot).

Item 18. Demand for Western Maryland Coal by Europe

Opponents: |

"Coal particle size iconsist" will decrease and coal surface moisture (percentage by
weight) will increase making slurried Western Maryland coal less welcome in European
markets (Lebo & Associates, Inc.) European users are presently not equipped to
handle slurried coal.

0913g/4
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» Table 4. Water Issues

, Ttem 19. Solids Content of Recovered Water

Opponents:

Additional sources for opponents on this issue are the pictures and slides of the
area surrounding Mohave Generating Station compared with Lake Powell Generating
Station introduced by Ira Cooke, August 22, 1984.

Item 20. Coal Separation Technology

Opponents:

Separation technology will produce hazardous waste in the form of liquid or solid
sludge containing toxic metal, organic contaminants, and coal fines. (Dr. Harris)
As additional sources for opponents' testimony, see pictures and slides of area
surrounding Mohave Generating Station compared with Lake Powell Generating Station
introduced by Ira Cooke, August 22, 1984.

Item 21. Evaporation Ponds

Opponents:

Additional sources for opponents' testimony are the pictures and slides of area
surrounding Mohave Generating Station compared with Lake Powell Generating Station
introduced by Ira Cooke, August 22, 1984.

Item 22. MWater Uses

Opponents:

1. Other than the possibility of use at Brandon Shores, opponents have not
developed any other possible uses or indicated how the water would be
transported if it were to be used elsewhere.

D In a study produced October 31, 1983, by the Applied Marine Research
Laboratory, Old Dominion University, Norfolk, Virginia, for the Commonwealth of
Virginia Joint Subcommittee for the Coal Slurry Pipeline Study it was indicated
that it were determined that if reuse of the waste water by the Vepco
Portsmouth Power Generating Station was unacceptable, there were no other
uses. Therefore treatment and stream discharge were considered the only means
of disposal.
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Item 23. Brandon Shores Cooling Tower Makeup Water Requirements

Opponents:

1. Waste water eventually will be indirectly discharged into the Chesapeake Bay
(Sterra Club) (Friends of the Earth ) (Environmental Policy Institute) (Clean
Water Action Project) (City Bar Streams) (STING) (Maryland Waste Coalition)
(Maryland Conservation Council) (Dr. Harris). .

2. Even in a closed loop system, water has to be changed and some water discharged
as the water becomes contaminated through use in the system itself.

Item 24. MWater Treatment Tests

Opponents:
1. The Final results of the Lehigh University Analysis have not been made
available.

2. The results of the EA Engineering Analysis are scientifically inaccurate as
control test container was broken and other containers were contaminated.

0913g/5
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Table 5. Pipeline Safety
Item 25. Coal Pipeline Shutdowns
Opponents:

If a coal slurry pipeline is shutdown for a period of time allowing the heavy
particles.of slurry mixture to settle to the bottom, it is often necessary to purge
the line and replace it with water to avoid damage to the line. This one of the
reasons why holding ponds are established at each pumping station along the route.
(Cooke) :

(See pictures of Black Mesa Pumping Station and holding
holding ponds - August 28, 1984 hearing)

[tem 26. Coal Ruptures and Defects
Opponents:

1. As with any pipeline, small continuous leaks or undetermined origin are
possible. (Dr. Harris, Rich) :

2. Using the mathematical probabilities established for ETSI, there is a clear
probability of two spills or ruptures every five years. (Harris)

3. Two spills at the Black Mesa, one in the early 70's and one in the late 70's.
(Cooke)

Item 27. Stream Crossings
Opponents:
1. Potential spills, as well as the environmental effects of the construction of
the pipelines can be serious at the point of stream and river crossings. (Save
Qur Streams, Sierra Club, Clean Water Action Project, Environmental Policy
Institute, (Rich)).

2. A spill where the pipeline crosses the Potomac River would be an "environmental
emergency." (Poindexter)

[tem 28. Pipeline Safety Technology
Opponents:

There are too many questions related to the safety of the pipeline‘during its
operation to allow it to proceed. (Sierra Club, Clean Water Action, Project,
Property Owners of Orchard Beach, Rich)
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[tem 29. Fatalies - No testimony. .
Item 30. Overall Pipeline Safety
Opponents:

Maryland has had several serious situations involving rupture of pipelines over the
past ten years. (Rich)

0913
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Table 6. Land-Use Impacts
Item 31. Right-of-Way Impacts
Opponents:
The route now being considered is only "conceptual” and may or may not originate,
terminate or follow the route map. It is not possible to assess the land-use
effects of the pipeline since the mapping is, at best, tentative. There is no way
. of knowing how closely existing rights-of-way will be followed, if they are followed
at all, or if existing rights-of-way are sufficient to allow construction of the
pipeline. Much more definitive information must be obtained before the land-use
effects can be evaluated.
Item 32. Marine Terminal, Preparation Plant, Dewatering Plant
Opponents:
1. The dewatering facility involves at least‘ZOOiacres.

2. The 200 acres may be insuFFic%ent since no arrangements are made for the
separation and segregation of different types of coal for storage.

3. Space available for the water treatment facilities at the dewatering facility
may have to be increased, particularly since even Lehigh University admits a
reverse osmosis process may be necessary.

Item 33. Construction and Eminent Domain
Opponents:

1. With the present uncertainty as to who will build the pipeline and whether or
not Baltimore Gas & Electric Company will participate in building the pipeline,
use of Eminent Domain is very questionable.

2. Since the route, the owner, and the users of any proposed pipeline are still

undetermined there is no assurance that the public will benefit in any way from
the granting of Eminent Domain.

0913q/7
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